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SUMMARY  OF  RECOMMENDATIONS 
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The  Department,  in  consultation  with  the  Department 

of  Administration,  review  the  feasibility  of  utilizing 

the  Statewide  Budget  and  Accounting  System  in  accounting 

for  Inmate  and  Patient  Trust  moneys.  7 

Discontinue  commingling  of  state  revenue  with  inmate  cash.  9 

Discontinue  using  inmate  cash  to  temporarily  finance 

state  responsibilities.  9 

Dispose  of  deceased  inmate  valuables  in  accordance  with 

legal  requirements.  9 

Centralize  all  inmate  cash  held  in  trust  under  a  single 

custodianship.  9 

Transfer  the  moneys  to  the  state  treasury.  11 

Consult  with  the  Department  of  Social  and  Rehabilitation 

Services  to  determine  other  permissible  uses  of  the  moneys.  11 

Periodically  evaluate  the  amount  needed  for  the  contingent 

revolving  account.  11 

Make  timely  and  regular  deposits  in  accordance  with  the 

Montana  Administrative  Manual.  13 

Establish  procedures  for  preparing  a  prelisting  of  cash 
items  received  in  the  accounting  office  and  of  comparing 
such  prelistings  to  deposits  made.  13 

Destroy  all  unnumbered  blank  check  stock  on  hand  for  the 

bank  accounts  and  account  for  all  checks  voided.  13 

Properly  utilize  the  safeguards  built  into  the  check 

protector  and  the  safe.  13 

Conduct  a  physical  inventory  using  sound  inventory 
procedures  establishing  inventory  records  of  all 
fixed  assets  for  which  they  are  accountable.  17 

Establish  a  policy  of  taking  an  annual  physical  inventory 
and  otherwise  complying  with  other  inventory  procedures 
set  forth  in  Management  Memo  70-17.  17 

Install  procedures  to  adequately  control  access  to  the 
warehouse  and  commissary  and  document  all  merchandise 
taken  from  the  inventories.  19 

Separate  the  recordkeeping  and  physical  inventory  taking 

from  personnel  responsible  for  the  custodial  function.  19 
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Initiate  proper  budgeting  and  expenditure  control 

procedures  and  assure  compliance.  21 

Discontinue  the  practice  of  exchange  sales  to  supplement 

appropriations.  22 

Adhere  to  the  various  governing  statutes  when  disposing 

of  state  property.  22 

Establish  an  equitable  system  for  determining  utility 
usage  and  charge  for  reimbursement  on  the  basis  of 
actual  costs.  23 

Comply  with  provision  of  Section  78-1101,  R.C.M.  1947, 

for  disposition  of  insurance  proceeds.  24 

The  Department  of  Institutions  seek  legislation  to  permit 
payment  of  inmate  wages  from  the  source  of  funding 
which  supports  the  program  where  the  inmate  is  working.  25 

Deposit  money  derived  from  sales  to  the  consuming  public 
to  the  General  Fund  as  prescribed  by  Section  80-1501(8), 
R.C.M.  1947.  27 

Recognize  revenue  in  the  year  received  by  timely  deposit 

and  accrual  as  prescribed  by  management  memo  2-73-1.  27 

Seek  a  revision  to  Section  80-1503,  R.C.M.  1947,  to  permit 
sale  of  valuable  by-products  on  the  open  market  on  a 
routine  basis.  27 

Adhere  to  the  provisions  of  the  Department  of  Institutions 

policy  regarding  payment  of  overtime.  28 

The  Department  seek  a  written  opinion  from  the  Department 

of  Revenue  regarding  the  status  of  such  cash  payments.  30 

The  Department  of  Institutions  reduce  to  writing  the  present 
warden's  employment  agreement  clarifying  the  non-cash 
benefits  to  be  allowed.  32 

Close  the  open  purchase  account  at  the  local  supermarket.  32 

Reassign  duties  with  respect  to  the  payroll  process  to  achieve 

the  necessary  separation  of  duties.  33 

Establish  written  contracts  with  each  part-time  professional 
employee,  setting  forth  the  rights  and  duties  of  the  employer 
and  employee.  34 
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Require  monthly  billing  for  those  services  not  covered 

by  the  employment  agreement.  34 

Seek  approval  for  all  out-of-state  travel  that  does  not 
pertain  to  receiving  or  delivering  prisoners  as  required 
by  the  Department  of  Institutions  policy.  35 

Establish  a  program  of  monthly  reconciliation  and  review  to 

assure  that  accounts  are  properly  recorded  and  adjusted.  36 

The  Department  of  Institutions  establish  enterprise  accounting 

procedures  for  the  prison  ranch.  40 

The  Department  and  prison  in  cooperation  with  the  Department 
of  Administration  develop  a  cost  accounting  system  which 
would  allocate  all  costs  to  products  for  sale.  41 

The  Department  consult  with  the  Department  of  Administration 
and  the  Agricultural  Experiment  Station  for  the  development 
of  a  system  of  animal  and  crop  production  records  which  will 
adequately  account  for  total  production  and  disposals  and 
properly  fix  custodial  responsibility.  44 

Establish  a  system  which  routinely  forwards  inmate  exchange 
information  related  to  contracts,  rates,  location,  and 
status  to  the  accounting  office.  46 

Provide  for  monthly  analysis  of  inmate  trades  for  possible 

monetary  offset  and  timely  billing.  46 

Comply  with  the  provisions  of  Section  80-1905,  with  respect 

to  good-time  allowances  granted.  48 

If  the  awarding  of  extra  good-time  can  be  demonstrated  as 
beneficial  in  terms  of  rehabilitation  of  inmates,  propose 
legislation  amending  Section  80-1905,  to  provide  for  extra 
good-time.  48 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  the  Montana  State  Prison  as  of 
June  30,  1973,  and  the  related  statements  of  operations  and  of  changes  in  fund 
balance  as  set  forth  in  the  table  of  contents  in  this  reprot,  for  the  year  then 
ended.   Our  examination  was  made  in  accordance  with  generally  accepted  governmental 
auditing  standards  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the  circumstances. 
In  the  course  of  our  examination,  we  verified  that  1972-73  expenditures  from 
federal  grants  to  the  prison  were  matched  by  state  contributions  in  amounts 
meeting  or  exceeding  the  grants'  requirements. 

The  prison,  which  has  an  extensive  physical  plant,  does  not  maintain  formal 
accounting  records  for  fixed  assets.   For  that  reason,  land,  building,  improvements, 
equipment,  machinery  and  livestock  are  not  included  in  the  accompanying  balance 
sheet . 

Additionally,  unrecorded  in  the  accompanying  financial  statements  are  more 
than  $130,000  in  accrued  general  fund  liabilities  as  of  June  30,  1973.   This 
omission  is  inconsistent  with  the  state's  modified  accrual  basis  of  accounting 
and  results  in  material  understatement  of  general  fund  liabilities  in  the  accompanying 
balance  sheet. 

The  prison  has  $19,488  held  in  trust  for  inmates  and  $2,729  of  Manpower 
Development  and  Training  Act  funds,  which  are  not  recorded  in  the  Statewide 
Budgeting  and  Accounting  System,  and  thus  do  not  appear  on  the  balance  sheet 
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as  cash  with  corresponding  liabilities.   Further,  the  balance  sheet  shows  $11,585 
of  non-existent  accounts  receivable  due  to  failure  to  correct  an  accounting 
error. 

Because  of  the  materiality  of  the  above  described  ommissions  and  errors, 
in  our  opinion  the  accompanying  financial  statements  do  not  present  fairly  the 
financial  position  of  the  prison  at  June  30,  1973,  and  the  results  of  its  operations 
and  changes  in  fund  balance  for  the  year  in  conformity  with  generally  accepted 
accounting  principles. 

In  our  opinion,  however,  the  statement  of  revenue  and  income,  the  statement 
of  expenditures  compared  with  appropriations  and  the  statement  of  expenditures 
by  program  are  presented  fairly  for  the  year  ended  June  30,  1973,  in  conformity 
with  generally  accepted  accounting  priciples  applied  on  a  basis  consistent  with 
that  of  the  preceding  year. 

We  submit  the  financial  statements  listed  in  the  table  of  contents, 
together  with  the  following  comments.   In  addition,  the  full  text  of  the  agency 
response  is  included  following  the  financial  statements. 
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COMMENTS 

GENERAL 

The  Montana  State  Prison  at  Deer  Lodge  was  initially  established  as  a 
federal  prison  in  1873.   Upon  statehood  in  1889  the  prison  facilities  were 
transferred  to  the  State  of  Montana.   Facilities  were  substantially  increased 
in  1953  through  the  purchase  of  several  ranches  with  land  totaling  32,966  acres. 
The  ranch  operation  is  used  primarily  to  supply  the  prison  and  other  state 
institutions  with  agricultural  products.   This  acreage  is  supplemented  with 
the  lease  of  4,832  acres  of  land  from  the  Department  of  Lands. 

Organizationally  the  prison  is  administered  within  the  Department  of 
Institutions  with  principal  management  responsibility  accomplished  by  the  Prison 
Warden  whose  qualifications  as  provided  by  statute  are  "a  person  trained  through 
education  and  experience  in  directing  a  training,  rehabilitation  or  custodial 
program  in  a  penal  institution."   The  prison's  primary  function  is  to  provide 
facilities  for  the  custody,  treatment,  training  and  rehabilitation  of  adult 
criminal  offenders.   To  accomplish  this,  the  prison  operates  both  maximum 
and  minimum  security  facilities,  engages  doctors,  dentists,  and  phychiatrists 
and  phychologists  for  the  treatment  of  inmates  and  has  established  various 
educational  and  training  programs  for  the  rehabilitation  of  inmates. 

The  prison's  records  show  that  the  prison  population  averaged  287  inmates 
during  the  1972-73  fiscal  year.   During  the  year  419  new  inmates  were  received 
and  371  inmates  were  discharged,  parolled  or  transferred.   The  prison  had 
233  employees  on  June  30,  1973. 

The  maximum  security  unit  is  located  in  the  City  of  Deer  Lodge  across 
the  street  from  administrative  offices  and  the  warden's  residence.   The  ranch, 
located  several  miles  west  of  town,  consists  of  Rothe  Hall,  a  minimum  security 
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dormitory  complex  for  housing  inmates,  a  cattle  operation,  including  a  slaughter- 
house and  a  feed  lot  operation  (operational  July  1,  1973),  a  dairy  herd  and  a 
milk  processing  plant,  a  large  swine  herd  and  several  thousand  laying  hens. 
The  ranch  is  farmed  to  raise  hay  and  barley  as  feed  crops  for  the  livestock 
operations.   The  ranch  is  the  only  enterprise  of  any  consequence  operated  by 
the  prison  providing  goods  or  services  to  other  institutions.   Other  services 
furnished  in  the  past  have  been  discontinued  with  the  exception  of  license  plate 
production  and  a  small  printing  service.   Except  in  instances  of  emergency, 
the  products  produced  at  the  prison  cannot  be  sold  to  the  consuming  public. 

Legislative  appropriations  and  budget  amendments  provided  to  carry  out 
the  statutory  responsibilities  during  fiscal  year  1972-73  were  $2,870,313 
comprising  $2,477,574  from  the  general  fund,  $109,000  from  the  Earmarked 
Revenue  Fund  and  $283,739  from  the  Federal  and  Private  Revenue  Fund.   Expenditures 
as  reported  in  the  prison  records  from  these  sources  totaled  $2,419,143, 
$108,908,  and  $231,214  respectively  (See  Exhibit  D  for  detail).   Prison 
expenditures  are  accounted  for  in  seven  different  programs;  administration,  care 
and  custody,  education,  general  services,  ranch,  prison  records  and  the  Manpower 
Development  and  Training  Act  (MDTA) . 

The  following  comments  pertain  to  fiscal  and  compliance  weaknesses 
encountered  in  our  audit. 
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CASH 

The  prison  had  four  local  bank  accounts  maintained  in  Deer  Lodge  banks 

at  June  30,  1973.   The  MDTA  bank  account  did  not  have  proper  authorization 

from  the  State  Treasurer  and  the  Board  of  Investments  as  required 

by  the  Department  of  Administration.   This  account  and  the  inmate  accounts  were 

not  recorded  within  the  Statewide  Budget  and  Accounting  System.   The  actual 

cash  under  the  control  of  prison  officials  at  June  30,  1973  was  as  follows: 

ACCOUNT  AMOUNT 

Revolving  Fund  -  General  Fund 

Revolving  Fund  -  MDTA 

Bank  Account  -  MDTA 

Inmate  Accounts  -  Held  in  Trust 

Our  comments  relating  to  the  propriety  of  selected  cash  accounts,  their  uses 
and  internal  control  over  cash  procedures  follow. 
Inmate  Accounts 

Inmates,  for  various  reasons,  are  not  allowed  money  in  the  prison.   Any 
money  on  their  person  or  which  they  receive  while  in  prison,  is  deposited  by 
the  prison  in  an  account  in  either  of  two  Deer  Lodge  banks.   Inmates  are  allowed 
to  use  the  money  to  purchase  items  from  the  prison  canteen  or  other  approved 
vendors  by  making  out  "transfer  of  funds"  forms  and  obtaining  proper  approval. 
All  transactions  are  posted  daily,  thus  enabling  the  recording  of  a  daily 
balance  for  each  inmate.   At  June  30,  1973,  the  inmate's  moneys  consisted 
of  the  following: 

Checking  Account  at  Deer  Lodge  Bank  $  4,033 

Savings  Certificate  of  Deposit  at  Deer  Lodge  Bank  10,000 
Investment  in  the  Montana  Trust  and  Legacy  Fund  5,000 
Petty  Cash  in  Prison  Accounting  Office  400 

Interest  on  Investment  in  Trust  and  Legacy  Fund  55 

Total  Inmate  Accounts  $19,488 
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Except  for  the  $5,000  invested  as  part  of  the  Trust  and  Legacy  Fund,  the 
inmate  moneys  are  not  deposited  in  the  treasury.   In  addition  there  is  no 
accountability  and  reporting  under  the  Statewide  Budget  and  Accounting  System  for 
any  of  the  inmate  moneys.   Without  showing  this  asset  and  contra  liability, 
the  financial  statements  of  the  prison  are  incomplete. 

The  treasury  fund  structure  includes  an  "Agency  Fund"  account  specifically 
established  for  moneys  which  are  held  and  disbursed  by  the  state  as  custodian. 
If  these  moneys  were  deposited  in  the  treasury  accountability  could  be  provided 
by  the  Statewide  Budget  and  Accounting  System,  and  included  in  published 
financial  statements  as  assets  with  corresponding  liability  to  inmates.   Further, 
moneys  could  also  be  invested  by  the  Board  of  Investments  within  the  short-term- 
investments-pool  . 

Most  other  institutions  under  the  Department  of  Institutions  are  handling 
patient  moneys  held  in  trust  in  much  the  same  manner  as  the  prison.   Overall, 
these  funds  total  about  $500,000  and  are  deposited  in  local  banks  rather  than 
the  treasury.   Warm  Springs  State  Hospital  is  using  a  "Patient  Trust  Accounting 
System"  designed  by  the  Department  of  Administration  to  account  for  moneys 
of  each  patient.   It  appears  that  this  system  could  be  adapted  to  centralized 
computer  accounting  under  the  Statewide  Budget  and  Accounting  System.   Additionally, 
as  part  of  the  "Short-Term-Investment-Pool,"  higher  return  on  moneys  is  possible 
than  in  bank  savings  accounts.   Although  some  patient  and  inmate  account  balances 
may  not  be  sufficiently  large  to  warrant  crediting  of  interest  earned,  the 
earnings  could  be  credited  to  patient  or  inmate  welfare  funds  now  in  existence. 

An  objection  raised  by  prison  officials  to  deposit  in  the  treasury 
is  that  funds  are  required  for  immediate  payment.   Although  there  are  numerous 
checks  issued  each  week  most  are  to  vendors  and  suitable  for  the  normal  state 
warrant  process.   Those  needs  which  demand  immediate  payment  could  be  satisfied 
by  checks  issued  from  the  contingent  revolving  fund. 
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RECOMMENDATION 

We  recommend  that  the  Department,   in  consultation  with  the  Department 
of  Administration  review  the  feasibility  of  utilizing   the  Statewide 
Budget  and  Accounting  System  in  accounting  for  Inmate  and  Patient  Trust 
moneys. 


Utilization  of  Inmate  Account 

Inmate  moneys  are  held  in  trust  but  have  been  handled  in  a  manner  which 
is  contrary  to  sound  fiduciary  accounting  principles.   Money  held  in  trust  should 
not  be  commingled  with  state  moneys  nor  be  used  for  any  purpose  other  than  in 
the  best  interest  of  inmates.   The  following  schedule  shows  the  transactions 
processed  within  the  inmate  cash  account. 


Balance 

Balance 

June  30,  1972 

Receipts 

Disbursements 

June  30,  1973 

Inmate  Accounts 

$27,216 

$ 

34,450 

$ 

46,135 

$15,531 

Inmate  Canteen  Fund 

2,873 

48,184 

48,764 

2,293 

Inmate  Recreation  Fund 

-0- 

488 

364 

124 

Inmate  Welfare  Fund 

2,656 

11,345 

12,466 

1,535 

Inmate  Payroll  Fund 

(4,155) 

24,738 

25,177 

(4,594) 

Inmate  Postage  Fund 

2,735 

2,715 

3,000 

2,450 

Interest  Fund 

55 

-0- 

-0- 

55 

Lock  Fund 

343 

231 

90 

484 

M.S. P.  Meal  Account 

-0- 

36 

-0- 

36 

M.S. P.  Personnel  Fund 

16 

139 

133 

22 
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Balance 

Ba! 

Lance 

June  30, 

1974 

Receipts 

Disbursements 

June 

30,  1974 

Extension  Course 

$    20 

$   1,402 

$   1,412 

$ 

10 

Xerox  Fund 

224 

28 

-0- 

252 

Band  Travel 

-0- 

42 

16 

26 

Labarge  Jaycee's 

147 

1,693 

1,486 

354 

Inmate  Photo  Fund 

(20) 

668 

717 

(69) 

M.S. P.  Mileage  Account 

152 

93 

-0- 

245 

Mtn.  States  Telepl 

ione 

Co.   -0- 

5 

-0- 

5 

Various  Self-Help 

Groups    994 
$33,256 

2,856 

3,121 
$142,881 

729 

Total 

$129,113 

$19 

,488 

Commingling  occurred  when  the  business  office  established  accounts  to 
record  revenue  from  various  collections  which  are  properly  deposited  to  the 
treasury  general  fund.   Two  instances  of  this  are  the  M.S. P.  Meal  Account 
and  the  Xerox  Fund.   These  moneys  resulted  from  prison  charges  for  meals  furnished 
non-employees  or  extra  meals  furnished  to  employees  and  charges  for  personal  use 
of  the  Xerox  machine.   Such  collections  are  reimbursement  of  General  Fund 
expenses  and  should  be  remitted  to  the  General  Fund. 

Temporary  state  use  of  inmate  moneys  occurred  by  establishment  of  the  inmate 
payroll  fund  to  finance  inmate  payrolls.   Most  inmates  would  not  be  able  to 
purchase  items  from  the  canteen  unless  their  payroll  is  promptly  credited  to 
their  accounts.   Since  the  process  of  drawing  a  warrant  for  inmate's  pay  cannot 
be  accomplished  promptly  on  the  final  day  of  the  month  when  payroll  data  becomes 
available,  the  prison  has  set  up  a  clearing  account  for  inmate  payroll  in 
the  inmate  account.   At  June  30,  1973,  this  effectively  resulted  in  an  interest 
free  loan  of  inmate  moneys  until  the  warrant  can  be  obtained  from  the  state  for 
the  payroll.   We  comment  on  page  24  regarding  the  payment  of  wages  to  inmates. 

Another  instance  of  improper  use  of  inmate  moneys  is  the  petty  cash  fund. 
The  only  petty  cash  fund  in  the  accounting  office  is  maintained  with  inmate  moneys, 
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though  it  is  used  for  the  agency  and  its  employees.   This  fund  is  used  to  pay  small 
freight  bills  and  other  miscellaneous  expenses  and  to  cash  personal  checks  for 
prison  employees. 

We  also  noted  that  $455  belonging  to  deceased  inmates  was  being  retained 
by  the  prison.   Some  of  the  inmates  died  as  long  as  11  years  ago.   Although 
legal  advice  was  obtained  in  1973  for  disposition  of  these  moneys  no  action 
has  been  taken. 

We  became  aware  during  our  audit  that  all  inmate  cash  was  not  in  the 
possession  of  the  custodian  of  inmate  valuables.   Some  inmates  have  savings  accounts 
established  through  MDTA,  which  are  not  held  by  the  accounting  office  at 
the  prison  but  by  MDTA  personnel.   These  accounts  originated  from  the  deposit 
of  incentive  wages  paid  by  the  Employment  Security  Division  through 
MDTA.   The  accounting  office  had  no  record  of  these  savings  accounts,  so 
that  all  inmate  valuables  were  not  in  the  possession  of  the  custodian  in 
the  business  office.   The  safekeeping  of  inmate  valuables  should  be  centralized 
to  avoid  confusion  and  the  duplication  of  efforts. 

RECOMMENDATION 

We  recommend  that  the  prison: 

1.  Discontinue  commingling  of  state  revenue  with  inmate  cash. 

2.  Discontinue  using  inmate  cash  to   temporarily  finance 
state  responsibilities. 

3.  Dispose  of  deceased  inmate  valuables  in  accordance 
with  legal  requirements. 

4.  Centralize  all  inmate  cash  held  in  trust  under  a  single  custodianship. 

Unauthorized  Bank  Accounts 


The  prison  has  established  a  bank  account  with  excess  MDTA  money  which 
has  not  been  authorized  by  the  State  Treasurer  nor  recorded  in  the  official 
accounting  records. 
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The  MDTA  Program  at  the  prison  receives  moneys  under  a  Division  of 
Vocational  Rehabilitation  program  which  entitles  each  MDTA  trainee  to  receive 
a  tool  kit  during  their  training  period.   The  trainees  may  take  these  tools 
with  them  upon  release  from  the  prison,  provided  they  obtain  a  training- 
related  job.   If  they  do  not  obtain  a  training  -  related  job  upon  release,  the 
tools  cannot  be  taken  and  can  be  transferred  to  another  inmate  enrolled  in  MDTA 
training.   The  bank  account  resulted  because  MDTA  personnel  at  the  prison  were 
drawing  moneys  based  upon  enrollment  rather  than  purchase.   Moneys  received 
by  MDTA  personnel  at  the  prison  were  deposited  in  a  local  bank  and  accumulated 
there  because  of  the  lag  in  ordering  tool  kits.   At  June  30,  1973,  the  bank 
account  contained  $2,729. 

Management  Memo  2-73-8,  dated  August  14,  1973,  requires  authorization 
from  the  State  Treasurer  and  the  Board  of  Investments  for  all  local  bank 
accounts.   The  prison  obtained  authorizations  for  all  other  non-treasury 
bank  accounts  but  did  not  obtain  one  for  the  MDTA  bank  account.   We  were 
advised  that  the  prison  purchases  these  items  directly  to  obtain  an  education 
discount,  and  that  the  local  bank  account  was  necessary  to  enable  payment  when 
MDTA  kits  were  bought.   Such  reasoning  is  not  valid  because  purchasing  of  the 
tool  kits  by  the  prison  is  contrary  to  state  purchasing  laws  and  it  has  not 
been  demonstrated  that  the  warrant  process  is  inadequate. 

Section  82-1917,  R.C.M.  1947,  provides  that  the  state  purchasing  agent 
shall  purchase  the  supplies  necessary  for  the  operation  of  state  agencies 
using  competitive  bid  procedures.   The  Chief  of  the  Purchasing  Bureau  advised 
that  the  educational  discount  can  be  obtained  by  his  office  simply  by  indicating 
such  on  the  purchasing  documents  and  that  the  prison  should  be  using  the 
Purchasing  Bureau  for  these  needs. 
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RECOMMENDATION 

We  recommend  that  the  prison: 

1,  Transfer  the  moneys   to  the  state   treasury. 

2.  Consult  with  the  Department  of  Social  and  Rehabilitation 
Services   to  determine  other  permissible  uses  of  the  moneys. 

Contingent  Revolving  Account 

The  prison  maintained  a  contingent  revolving  account  of  $7,500  during 
most  of  the  fiscal  year  ended  June  30,  1973.   Although  the  account  was 
reduced  to  $4,000  in  June  1973,  expenditures  analysis  revealed  that  maintaining 
the  account  even  at  that  level  is  unnecessary.   The  average  amount  expended 
during  any  one  month  during  the  fiscal  year  ended  June  30,  1973,  was  $1,080 
with  $1,687  being  the  highest  disbursement  month  and  $698  being  the  lowest. 
This  expenditure  rate  suggests  that  a  contingent  revolving  account  of  $2,000 
would  be  more  than  adequate,  considering  monthly  reimbursement.   Recognizing 
that  other  recommendations  made  in  this  report  may  affect  the  amount  necessary 
for  the  contingent  revolving  account,  the  prison  should  periodically  review 
the  use  of  its  contingent  revolving  account  and  adjust  the  account  so  that  it 
is  sufficient  to  meet  current  monthly  demands.   Excessive  amounts  maintained 
outside  of  the  treasury  system  in  these  accounts  causes  loss  of  investment 
earnings  to  the  state. 

RECOMMENDATION 

We  recommend  that  the  prison  periodically  evaluate  the  amount  needed 
for  the  contingent  revolving  account^ 
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Internal  Control  Over  Cash 

Internal  control  procedures  necessary  for  safeguarding  cash  are  in  need 
of  improvement.   We  noted  that  timely  deposits  of  cash  receipts  are  not  being 
made  in  accordance  with  provisions  of  the  Montana  Administrative  Manual, 
prelisting  of  receipts  is  not  satisfactory,  use  of  unnumbered  checks  is  permitted, 
and  security  devices  are  not  properly  controlled. 

The  prison  does  not  promptly  record  and  deposit  all  cash  received.   A 
cash  count  on  September  20,  1973,  disclosed  $10,918  in  checks  awaiting  deposit — 
$2,189  for  a  contingent  revolving  fund  and  $8,729  for  the  State  Treasurer 
comprising  mostly  revenues  for  the  General  Fund.   Receipts,  which  are  written 
when  the  checks  were  received,  showed  a  $900  check  received  on  July  19,  1973. 
Sections  1-1200.20  and  2-1210.22  of  the  Montana  Administrative  Manual, 
Volume  II,  require  that  moneys  be  deposited  with  the  State  Treasurer  whenever 
the  cash  exceeds  $100,  or  total  collections  exceed  $500,  or  at  least  weekly. 

The  only  prelisting  of  checks  and  cash  received  is  for  inmate  cash.   Even 
this  prelisting  is  not  compared  later  with  deposit  slips.   No  prelisting  is 
prepared  for  other  receipts  because  mail  room  personnel  normally  open  inmate 
mail  only.   A  prelisting  is  to  provide  an  independent  record  by  personnel 
other  than  those  responsible  for  preparation  and  recording  of  deposits  for 
subsequent  comparison  to  assure  that  all  cash  is  properly  deposited. 

Generally  prenumbered  checks  are  used  for  the  prison  bank  accounts. 
However,  a  stock  of  blank  unnumbered  checks  is  maintained  for  each  account  so 
that  if  a  check  is  voided,  one  may  be  issued  without  breaking  the  sequence 
of  numbers,  i.e.,  an  unumbered  check  is  used  and  the  number  of  the  voided  check 
is  entered  on  it.   Thus  the  control  features  achieved  by  having  prenumbered 
checks  is  voided  by  the  existence  of  the  unnumbered  check  stock.   The  agencies 
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supply  of  checks  must  be  safeguarded  to  prevent  unauthorized  use.   Safeguard 
problems  are  compounded  without  sequentially  numbered  checks  because  detection 
of  loss  is  more  difficult.   Sufficient  control  of  voided  prenumbered  checks  is 
achieved  by  retention  of  voided  checks  for  later  review. 

The  prison  accounting  office  maintains  a  check  protector  for  writing  checks 
and  a  combination  safe  for  safeguarding  cash  and  checks;  however,  the  security 
of  these  two  devices  is  significantly  lessened  by  (1)  the  practice  of 
leaving  the  key  in  the  check  protector  at  all  times,  and  (2)  at  lunchtime, 
turning  the  dial  on  the  combination  of  the  safe  carefully  back  to  the  last 
number  to  allow  for  easy  opening  of  the  safe  after  lunch.   Both  such  practices 
are  contrary  to  good  security. 

RECOMMENDATION 

We  recommend,  that   the  prison: 

1.  Make  timely  and  regular  deposits  in  accordance  with  the  Montana 
Administrative  Manual. 

2.  Establish  procedures  for  preparing  a  prelisting  of  cash  items 
received  in  the  accounting  office  and  of  comparing  such  prelis tings 
to  deposits  made. 

3.  Destroy  all  unnumbered  blank  check  stock  on  hand  for  the  bank 
accounts  and  account  for  all  checks  voided. 

4.  Properly  utilize   the  safeguards  built  into  the  check  protector 
and  the  safe. 
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FIXED  ASSETS 

The  prison  is  responsible  for  custody  and  administration  of  fixed 
assets  valued  in  excess  of  $5,500,000  but  does  not  exercise  adequate  control 
to  assure  that  the  property  is  protected  against  unauthorized  use  or  disposition. 
Limited  tests  of  asset  records  of  all  catagories  of  fixed  assets  disclosed  that 
existing  records  are  inaccurate  and  that  physical  inventory  counts  are  not  taken 
on  an  annual  basis. 

Satisfactory  control  requires  accurate  records  and  annual  physical  counts 

to  assure  an  accounting  for  all  assets.   The  Department  of  Administration 

has  prescribed  control  procedures  in  Management  Memo  70-17: 

1.  A  physical  inventory  be  taken  each  fiscal  year. 

2.  Inventory  working  papers  be  retained  for  subsequent  audit  purposes. 

3.  All  fixed  assets  that  cost  $100  or  more,  have  an  expected  life 
of  more  than  one  year,  and  do  not   substantially  change  their 
identity  through  use,  be  recorded  in  inventory  records. 

4.  All  changes  in  fixes  assets  between  inventory  dates  be  recorded,  and 

5.  Inventory  reports  no  longer  be  sent  to  the  Department  of  Administration. 
Comments  about  the  various  inaccuracies  and  weaknesses  disclosed  by  our 

limited  test  of  fixed  asset  records  are  as  follows: 
Land 

The  prison  could  not  produce  records  or  working  papers  showing  the  detail 
of  the  $698,467  value  placed  on  the  land.   Land  owned  by  the  prison  is  extensive 
because  of  the  purchase  of  the  prison  ranch  in  1953.   We  verified  all  land 
owned  by  the  prison  with  Powell  County  records  but  could  not  establish 
valuations  or  compare  land  owned  with  inventory  records.   Thus  we  cannot 
render  an  opinion  as  to  the  propriety  of  the  amount  recorded  in  inventory  as 
land. 
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Buildings 

Available  detailed  records  of  buildings  show  several  items  on  the  inventory 

that  have  either  been  destroyed  or  modified  and  the  deletions  or  modifications 

were  not  shown  in  the  inventory  records.   Based  on  a  limited  test  of  buildings 

records  we  determined  that  the  following  buildings  should  have  been  deleted 

from  the  inventory. 

Barn,  storage  -  Bratten  area  $7,835 

(destroyed  by  fire  in  August,  1970) 

Feed  House  250 

(building  non-existent  -  disposition  unknown) 

Root  Cellar  -  Conley  Lake  2,250 

(building  non-existent  -  disposition  unknown) 

TOTAL  $10,335 

We  also  noted  several  buildings  in  extremely  poor  condition  that  have  been 

removed  from  the  list  of  buildings  insured  by  the  State.   Consideration  should 

be  given  to  elimination  of  these  buildings  from  the  records. 

Equipment 

The  equipment  inventory  records  included  numerous  errors,  mostly  caused 
by  the  records  not  reflecting  two  major  occurrences  affecting  equipment  inventories; 
establishment  of  the  motor  pool  in  the  Department  of  Highways,  and  executive 
reorganization  which  separated  the  Department  of  Motor  Vehicles  and  the  Bureau 
of  Identification  from  the  prison.   Our  test  disclosed  that  the  motor  vehicle 
inventory  is  overstated  by  approximately  $136,000  due  to  the  transfer  of  $127,000 
of  motor  vehicles  to  the  motor  pool  and  another  $9,000  of  vehicles  junked  but 
not  removed  from  the  inventory  records.   We  noted  a  number  of  equipment  items  in 
the  communications  room  inventory  and  the  print  shop  inventory  not  recorded 
as  assets  because  they  had  formerly  belonged  to  the  Registrar  of  Motor  Vehicles. 

There  were  substantial  ommissions  of  equipment  noted  in  relation  to  the 
ranch  equipment,  training  building  and  band  equipment  inventory  records.   The 
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following  is  a  list  of  ranch  equipment  which  did  not  appear  on  inventory  records 
although  owned  by  the  prison: 

M.S. P.  ID  Number  Description  of  Item 

IR-4  2-wheel  trailer 

HD  16  Allis  Chalmers  Crawler 

IP-127  Caterpillar  Traxcavator 

(Bucket  &  Backhoe) 

M-457  John  Deere  Mower 

John  Deere  Bale  Elevator 

TR-16  Heavy  Duty  Tractor,  4-wheel 

Land  Leveler  Eversman  4512 

M-171  Tank  (off  truck) 

M-338  Auger  (Hog  Unit) 

S-3  Fertilizer  Spreader  (dry) 

RE-3  Chrysler  Pump 

M-560  Rotary  Mower 

McCullock  Wing  Plow 

M-154  Bear  Cat  Grinder 

John  Deere  model  "A"  1946-50 

Tractor  with  scoop. 

As  shown  by  the  above  some  equipment  was  not  properly  marked  with  prison 
identification  numbers.   We  were  advised  that  the  omitted  training  room 
equipment  was  not  recorded  because  it  was  purchased  with  federal  funds. 

The  prison  records  additions  and  deletions  to  their  fixed  asset  inventory 
by  means  of  a  "Unit  Transfer  Authorization  and  Receipt"  form  which  is  required 
to  be  filled  out  by  each  department  head  on  each  transfer  of  fixed  assets  either 
to  or  from  his  control.   Such  transfers  are  to  be  approved  by  either  the 
property  controller  at  the  prison  or  the  business  manager.   According  to  the 
warehouse  supervisor  and  the  property  controller  these  procedures  are  not 
consistently  adhered  to  at  the  prison. 

Our  test  if  fixed  asset  records  was  not  all  inclusive  but  rather  was 
limited  in  nature  to  provide  a  basis  for  evaluating  the  adequacy  of  values 
assigned  and  controls  exercised.   Because  of  the  substantial  errors  disclosed 
and  inadequate  control  exercised  over  fixed  assets  it  appears  that  values 
assigned  by  the  prison  have  little  meaning.   Management  Memo  70-17  applies 
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to  assets  under  the  control  of  state  agencies  including  those  purchased  with 

federal  funds  and  was  not  intended  to  de-emphasize  the  record-keeping  requirements 

with  respect  to  fixed  assets.   It  merely  reduced  the  reporting  requirements 

of  agencies.   Accountability  for  the  fixed  assets  purchased  by  an  agency  remains 

with  the  agency  and  its  personnel.   Sound  management  policies  would  fix 

responsibilities  for  fixed  assets  with  the  personnel  that  work  with  them. 

This  requires  first  establishing  what  assets  the  prison  will  account  for 

and  then  establishing  which  personnel  at  the  prison  will  be  accountable 

for  what  assets  .   Only  then  can  responsibility  for  losses  of  assets  be 

properly  determined. 

Since  the  records  presently  kept  by  the  prison  seem  totally  inaccurate  it 
is  necessary  to  start  with  a  physical  inventory  using  sound  inventory  procedures 
to  establish  accountability  of  prison  assets.   Internally,  the  prison  administra- 
tion could  determine  the  manner  in  which  accountability  would  be  fixed. 
Next,  the  prison  should  assure  adherence  to  procedures  which  insure  that  the 
inventory  records  will  remain  accurate.   This  would  encompass  reporting 
requirements  for  changes  in  inventories  and  enforcement  of  such  procedures 
to  assure  accuracy  of  the  inventory  records. 

RECOMMENDATION 


We  recommend  that  the  prison: 

1.  Conduct  a  physical  inventory  using  sound  inventory  procedures 
establishing  inventory  records  of  all  fixed  assets  for  which 
they  are  accountable. 

2.  Establish  a  policy  of  taking  an  annual  physical  inventory  and 
otherwise  complying  with  other  inventory  procedures  set  forth 
in  Management  Memo   70-17. 
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SUPPLY  INVENTORY  CONTROLS 

Controls  exercised  by  the  prison  over  the  $200,000  commissary  and  warehouse 
inventory  maintained  for  the  routine  operations  are  not  adequate  for  proper 
safeguarding  of  state  property.   We  observed  that  there  was  a  need  for  improvement 
in  perpetual  inventory  recordkeeping,  a  need  to  change  responsibility  for 
annual  physical  inventorying,  a  need  for  restricting  access  to  storekeeping  areas 
and  a  need  to  formalize  procedures  for  disposal  of  obsolete  materials. 

One  person  is  responsible  for  purchasing,  receiving,   storing  and  distribut- 
ing inventories,  as  well  as  maintaining  perpetual  inventory  records  and  taking 
the  annual  physical  inventory.   The  physical  count  taken  at  June  30,  1973,  of  the 
warehouse  inventory  showed  that  200  items  were  over  and  370  items  were  short  when 
compared  to  perpetual  inventory  records.   The  commissary  physical  count  showed 
122  items  over  and  113  items  short  at  the  same  date. 

Part  of  these  overages  and  shortages  may  be  due  to  access  to  the  storage 
area  by  too  many  persons.   Officially  there  are  eight  persons  who  have  access 
to  the  storage  area.   Not  only  does  unlimited  access  reduce  security  but 
provides  greater  opportunity  for  errors  in  perpetual  inventory  records  due 
to  unrecorded  usage. 

Examination  of  the  perpetual  inventory  records  showed  some  material 
which  had  no  activity  for  a  considerable  length  of  time.   We  were  advised 
that  some  material  was  obsolete  and  that  a  review  with  maintenance  personnel 
had  been  planned  but  never  accomplished.   The  prison  has  not  established 
procedures  whereby  review  for  obsolete  materials  is  performed  on  a  routine 
basis. 

A  satisfactory  inventory  management  system  requires  a  combination  of 
security  and  accountability  to  safeguard  assets  and  accurate  quantative  perpetual 
records  to  enable  sound  procurement  decisions.   Safeguarding  of  assets  is 
aided  substantially  by  accurate  inventory  record  keeping  and  physical  counts 


•18- 


which  are  performed  by  persons  not  connected  with  the  custodial  function. 
Access  to  materials  should  be  limited  to  a  small  number  of  persons  to  enable 
fixing  of  responsibility  to  permit  accountability.   Unlimited  access  destroys 
the  security  achieved  by  assignment  of  custodial  functions. 

RECOMMENDATION 

We  recommend  that   the  prison: 

1.  Install  procedures  to  adequately  control  access  to  the  warehouse 
and  commissary  and  document  all  merchandise  taken  from  the 
inventories. 

2.  Separate  the  recordkeeping  and  physical  inventory   taking  from 
personnel  responsible  for  the  custodial  function. 
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BUDGETARY  CONTROLS 

Budgetary  controls  exercised  by  the  prison  are  inadequate  and  have 
resulted  in  expenditures  in  excess  of  appropriations  and  violation  of  other 
controlling  statutes.   Failure  of  prison  officials  to  adequately  consider 
budgetary  limitations  and  other  controlling  statutes  resulted  in  unrecorded 
expenditures  at  June  30,  1973,  in  excess  of  $130,000.   Additionally,  the 
prison  improperly  supplemented  general  fund  appropriations  through  the  exchange 
of  prison  assets  for  operating  supplies  and  equipment,  and  use  of  fire 
insurance  proceeds  contrary  to  statutes.   Also,  the  prison  was  paying  the  inmate 
payroll  with  general  fund  moneys  contrary  to  statutes. 
Unrecorded  Expenditures 

General  fund  liabilities  representing  expenditures  totaling  $130,000 
were  not  recorded  at  June  30,  1973.   These  consisted  of  expenditures  of 
$117,899  applicable  to  fiscal  year  1972-73  and  $12,891  applicable  to  the 
prior  fiscal  year.   Examination  of  claims  processed  for  payment  during  July 
and  August  1973,  showed  that  $71,665  were  paid  and  charged  to  the  fiscal 
year  1973-74  appropriation.   The  remaining  unrecorded  expenditures  totaling 
$59,124  represents  unpaid  motor  pool  bills  which  were  provided  for  in  the 
1974  supplemental  appropriation. 

Fiscal  management  without  regard  to  budgetary  restrictions  is  contrary 
to  the  appropriation  process  and  the  recording  of  expenditures  in  an  improper 
fiscal  year  renders  the  financial  reports  meaningless.   Considering 
Management  Memo  2-74-4,  dated  June  13,  1974,  adequate  controls  over  operating 
programs  will  have  to  be  established  to  assure  that  expenditures  are  limited 
to  those  provided  by  the  appropriation  process.   The  memo  provides  that 
unless  unencumbered  funds  are  available,  the  claim  for  payment  will  remain 
unrecorded  and  unpaid  until  specific  appropriation  is  provided  by  the  legislature. 
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RECOMMENDATION 

We  recommend  that  the  prison  initiate  proper  budgeting  and 
expenditure  control  procedures  and  assure  compliance. 

Exchange  of  Assets 

The  prison  obtained  permission  from  the  Department  of  Administration 
to  dispose  of  cattle  which  were  in  excess  of  the  ranch  carrying  capacity.   Part 
of  the  disposal  included  the  trade  of  crossbred  Simmental  heifer  calves  to 
Simmental  Breeders  Cards ton,  Ltd.  of  Alberta,  Canada,  because  the  prison  was 
unable  to  meet  a  record  keeping  commitment  entered  into  to  obtain  free  breeding. 
Because  of  an  unanticipated  livestock  feed  shortage  a  trade  was  arranged 
whereby  92  head  were  exchanged  for  $41,000  worth  of  livestock  feed. 

Another  trade  transaction  during  the  fiscal  year  under  audit  occurred  with 
the  approval  of  the  purchasing  bureau.   In  this  transaction  the  purchasing 
bureau  arranged  competitive  bid  procedures  for  the  exchange  of  older  weapons 
for  modern  weapons.   There  was  no  cash  involved  in  the  transaction  but  simply 
an  exchange  of  old  weapons  for  16  new  weapons,  holsters,  reloading  equipment 
and  various  other  weapons  related  items  with  a  total  value  of  $3,800. 

Such  exchange  transactions  to  supplement  appropriation  authority  is 
apparently  common  place  as  we  noted  a  prior  year  trade  of  timber  for  a  quantity 


of  lumber  to  be  made  from  the  timber. 

Although  there  are  not  specific  statutory  prohibitions  against  an  agency 
entering  into  exchange  transactions,  they  clearly  circumvent  the  legislative 
control  aspects  inherent  in  the  appropriation  process.   Further,  such  trans- 
actions are  a  circumvention  of  various  other  statutes  which  purposes  are  to 
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assure  that  moneys  received  for  property  sold  are  deposited  in  the  general 
fund,  that  the  state  receives  the  best  prices  of  property  sold  and  the  lowest 
prices  for  supplies  purchased.   Section  82-1906,  R.C.M.  1947,  provides  that 
all  moneys  received  from  sale  of  state  property  shall  be  credited  to  the 
general  fund.   While  the  statutes  references  "money"  it  clearly  provides  that 
proceeds  will  not  be  used  to  supplement  the  agencies  operations  and  appro- 
priations. 

Section  81-1601,  R.C.M.  1947,  sets  forth  timber  sale  requirements  as 
follows:   "Before  any  sale  is  granted,  the  timber  shall  be  estimated  and 
appraised  under  the  direction  of  the  department  of  natural  resources  and  con- 
servation, upon  request  and  subject  to  the  approval  of  the  board.   These 
estimates  and  appraisals  shall  show  as  nearly  as  possible  the  amount  and 
values  per  thousand  feet  of  all  merchantable  timber  .  .  .  ."  This  was  not 
accomplished  for  the  timber  exchange  in  question. 

A  large  portion  of  the  feed  obtained  by  exchange  of  cattle  was  purchased 
without  benefit  of  competitive  procedures  required  by  Section  82-1917,  R.C.M. 
1947.   That  section  of  law  provides  that  the  purchasing  bureau  shall  purchase 
all  state  supplies  and  materials  and  that  competitive  bid  procedures  will  be 
used  with  award  to  the  lowest  responsible  bidder. 

RECOMMENDATION 

We  recommend  that  the  prison: 

1.  Discontinue  the  practice  of  exchange  sales   to  supplement 
appropriations . 

2.  Adhere  to  the  various  governing  statutes  when  disposing 
of  state  property. 
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Expenditure  Abatement 

The  prison  and  Registrar's  Bureau  are  dual  occupants  of  certain  buildings 
at  the  prison.   As  a  convenience  the  prison  has  paid  utility  bills  for  the  space 
occupied  on  a  dual  basis  and  thus  must  allocate  a  portion  of  the  expenditure 
to  the  Registrar's  Bureau.   The  accounting  treatment  for  reimbursement  of  the 
prison  is  an  expenditure  abatement  which  restores  moneys  spent  as  a  convenience 
of  others  to  the  prison  fund  balances. 

The  charge  to  the  Registrar's  Bureau  for  fiscal  year  1972-73  was  $12,750. 
This  allocation  has  been  arbitrary,  generally  related  to  the  amount  budgeted 
rather  than  actual  usage.   Prison  officials  believe  that  the  charge  was 
reasonable  but  have  no  records  to  support  the  charge.   A  reorganization  effective 
beginning  with  fiscal  year  1973-74  reduces  the  dual  occupancy  to  only  the 
office  space  in  downtown  Deer  Lodge. 

Temporary  metering  of  electrical  usage  and  allocation  of  natural  gas 
charges  based  on  space  occupied  indicates  a  charge  of  about  $3,500  would  be 
more  appropriate  since  reorganization.   The  prison  should  develop  an  equitable 
means  of  determining  utility  usage  by  the  Registrar's  Bureau  and  base  the  billing 
on  usage.   An  excessive  charge  would  constitute  an  improper  transfer  of 
appropriated  funds  between  programs. 

RECOMMENDATION 

We  recommend  that  the  prison  establish  an  equitable  system  for 

determining  utility  usage  and  charge  for  reimbursement  on  the 

basis  of  actual  costs. 

Prison  Fire  Loss  Account 

The  prison  carries  a  cash  balance  of  $6,933  in  the  Bond  Proceeds  and 
Insurance  Clearance  Fund.   The  balance  is  the  remainder  of  insurance 
recoveries  of  past  years.   The  most  recent  insurance  recovery  deposited  to 
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this  fund  was  $12,220  in  March  1971,  for  the  loss  of  prison  property  known 
as  the  "Bratton  Barn"  which  burned  while  being  used  to  store  toys  and  other 
donated  equipment.   At  the  time  of  this  loss  the  balance  in  the  account  was 
$1,594.   Since  March  1971,  $6,871  was  used  for  various  purposes  not  related  to 
repair  of  the  barn  or  replacement  of  destroyed  items.   According  to  the 
business  manager  some  of  the  funds  had  been  used  to  meet  federal  matching 
requirements  in  purchasing  radio  equipment  for  the  prison  in  a  prior  fiscal 
year  and  that  there  were  no  definite  plans  for  the  use  of  the  remaining  money. 

Section  78-1101,  R.C.M.  1947,  does  not  permit  expenditure  of  insurance 
proceeds  in  this  manner  but  rather  requires  that  indemnification  for  damaged 
state  property  be  used  to  repair  or  replace  the  damaged  property  or  be 
transferred  to  the  fund  from  which  the  insurance  premiums  were  paid.   Further 
if  the  moneys  are  not  spent  or  committed  within  two  years  after  received  they 
shall  automatically  revert  to  the  fund  from  which  the  premiums  were  paid. 

Expenditures  made  by  the  prison  were  contrary  to  provisions  of  the 
statute  and  are  a  circumvention  of  the  legislative  process.   The  balance  of 
the  account  should  revert  to  the  general  fund  from  which  the  insurance  was  paid. 

RECOMMENDATION 


We  recommend  that  the  prison  comply  with  provision  of  Section   78-1101, 
R.C.M.    1947,   for  disposition  of  insurance  proceeds. 

Inmate  Payroll 

Payment  of  the  inmate  payroll  is  contrary  to  the  statutes  authorizing 
wages  to  prison  inmates.   They  are  paid  at  a  rate  not  to  exceed  $.50  per  day 
as  an  incentive  to  work.   While  this  is  now  paid  for  any  prison-related  work, 
Section  80-1501,  R.C.M.  1947,  enacted  in  1965,  provides  that  "all  such  wages 
shall  be  paid  from  receipts  from  the  sale  of  goods  produced  or  manufactured 
at  the  institution  where  the  resident  resides,"  which  have  been  deposited 
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in  an  earmarked  revenue  fund.   The  prison  pays  about  $26,000  annually  to 
inmates  from  the  general  fund  appropriation. 

Prison  officials  advised  that  the  wages  are  budgeted  in  the  general  fund 
appropriation  because  the  earmarked  revenue  funding  source,  i.e., 
charging  other  institutions  for  ranch  products,  was  eliminated.   Since  the 
law  currently  prohibits  payment  from  other  than  earmarked  revenue,  the 
department  should  seek  legislation  to  change  the  statutes. 

RECOMMENDATION 

Vie  recommend  that  the  Department  of  Institutions  seek   legislation 

to  permit  payment  of  inmate  wages  from  the  source  of  funding  which 

supports  the  program  where  the  inmate  is  working. 


REVENUE 

Revenue  reported  in  the  Statewide  Budget  and  Accounting  System  (Exhibit 
C)  is  substantially  understated  and  includes  amounts  improperly  recorded 
in  the  Earmarked  Revenue  Fund.   These  inaccuracies  resulted  because  certain 
cattle  sales  were  not  recorded  as  revenue  in  fiscal  year  1972-73  and  because 
proceeds  from  sale  of  by-products  were  deposited  contrary  to  statute. 

During  the  fiscal  year  1972-73  the  Department  of  Institutions  ordered  the 
sale  of  approximately  1,000  head  of  cattle  on  the  open  market  to  reduce  the 
cattle  herd  at  the  prison  ranch  to  a  manageable  and  supportable  size.   The 
decrease  in  herd  size  was  in  conjunction  with  a  feedlot  operation  on  the 
ranch.   The  following  sales  of  cattle  were  made: 
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Sold  To 

Simmental  Breeders  Cardston, 
Ltd. 

Simmental  Breeders  Cardston, 
Ltd. 

Public  Auction  Yards, 
Billings 

Public  Auction  Yards, 
Billings 

Montana  Livestock  Auction, 
Inc. ,  Butte 

Montana  Livestock  Auction, 
Inc. ,  Butte 

Total  Proceeds 


Number  of 
Cattle 


92 


102 


184 


205 


367 


13 


963 


Amount       Deposit  of 
Received     Revenue 

exchange  - 
$  41,400     no  deposit 


40,800  general  fund 

56,936  general  fund 

Federal  &  Private 

47,782  Grant  Clearance  Acct, 

84,198  general  fund 

8,465  general  fund 
$279,581 


The  Statewide  Budget  and  Accounting  System  shows  cattle  sales  totaling 

only  $181,934,  an  understatement  of  $97,647.   Section  80-1501(8),  R.C.M.  1947, 

provides  that  proceeds  of  sales  of  prison  products  on  the  open  market  shall 

be  deposited  in  the  general  fund.   As  shown  by  the  above  schedule  proceeds  of 

two  sales  totaling  $89,180  were  not  recorded  in  the  General  Fund  (see  page  21 
for  our  comments  on  exchange  of  cattle  for  feed).   The  $47,782  originally 

deposited  in  the  Federal  and  Private  Grant  Clearance  Account  was  subsequently 

transferred  to  the  General  Fund.   The  receipts  from  the  sale  of  13  head  of 

cattle  were  deposited  to  the  general  fund  but  not  in  sufficient  time  to  meet 

the  year-end  recording  cut-off  established  by  Management  Memo  2-73-1,  dated 

May  2,  1973.   The  memo  provided  that  such  revenue  could  have  been  accrued 

with  the  advance  approval  of  the  Management  Systems  Bureau.   Such  an  accrual 

was  not  recorded. 

The  prison  sells  hides  and  offal,  by  products  of  the  ranch  slaughtering 

operation,  on  a  regular  basis  to  a  commercial  processor.   The  revenue  from 

these  sales,  amounting  to  $3,961,  has  been  recorded  improperly  in  the  Earmarked 

Revenue  Fund.   As  cited  previously,  statutory  provisions  require  that 
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proceeds  from  products  sold  on  the  open  market  shall  be  deposited  in  the 
general  fund.   Additionally,  it  would  appear  that  Section  80-1503,  R.C.M. 
1947,  precludes  such  routine  public  sales  of  by-products.   This  statute 
prohibits  the  sale  of  produced  goods,  directly  or  indirectly,  to  the  consum- 
ing public  unless  an  emergency  exists.   Obviously  the  routine  sale  of  hides 
and  offal  does  not  represent  an  emergency.   The  statute  should  be  revised  to 
permit  such  sales  where  valuable  by-products  cannot  be  utilized  by  the  state. 

RECOMMENDATION 

We  recommend  that   the  prison: 

1.  Deposit  money  derived  from  sales  to  the  consuming  public  to 

the  General  Fund  as  prescribed  by  Section  80-1501(8),   R.C.M.    1947. 

2.  Recognize  revenue,  in  the  year  received  by  timely  deposit 
and  accrual  as  prescribed  by  management  memo  2-73-1. 

3.  Seek  a  revision  to  Section  80-1503,   R.C.M.    1947,   to 
permit  sale  of  valuable  by-products  on  the  open  market  on 
a  routine  basis. 

PAYROLL 

Executive  and  Administrative  Payroll 

The  prison  processing  of  the  executive  and  administrative  payroll  is 
contrary  to  written  instruction  of  the  Department  of  Institutions.   The 
Department  policy  prescribes  that  "Employees  classed  as  executive,  adminis- 
trative or  professional  will  receive  compensatory  time  rather  than  overtime 
payments.   This  will  consist  of  taking  time  off  for  the  excess  time  worked." 
However,  the  following  employees  were  paid  for  overtime  worked  during  fiscal 
year  1972-73: 
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Title  Amount  of  Overtime 


Deputy  Warden 

$   304 

Accountant 

63 

Director  Classification 

&  Treatment 

495 

Ranch  Superintendent 

268 

Total  $1,130 


Overtime  for  one  employee  represented  "duty  officer  time"  served  on  a 
rotating  basis  to  provide  administrative  decision  making  capability  on 
weekends  and  holidays  while  the  overtime  for  the  other  employees  represented 
"emergency  time."  Executive,  administrative  and  professional  employees 
are  exempt  from  the  overtime  provisions  of  the  Montana  Minimum  Wage  Law  and 
regulations  and  payment  for  overtime  is  an  administrative  decision  which  may 
be  exercised  by  the  Department  of  Institutions.   Thus,  the  overriding  considera- 
tion in  payment  of  overtime  is  the  Department  of  Institutions  regulations. 

There  is  generally  an  absence  of  statewide  instructions  regarding  the 
payment  of  overtime  worked  and  the  granting  of  compensatory  time  off. 
However,  we  were  advised  that  the  Department  of  Administration  will  soon 
issue  a  management  memo  to  cover  those  employees  exempted  from  the  Montana 
Minimum  Wage  Law.   This  memo  will  prescribe  uniform  compensatory  time  regulations 
for  executive,  administrative  and  professional  employees.   Until  statewide 
regulations  are  issued  the  prison  should  follow  guidelines  prescribed  by 
the  Department  of  Institutions. 

RECOMMENDATION 

We  recommend  that  the  prison  adhere   to  the  provisions  of  the 

Department  of  Institutions  policy  regarding  payment  of  overtime. 
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State  Share  of  Group  Health  Insurance 

The  Department  of  Institutions  has  authorized  the  payment  of  $10  per 
month  in  lieu  of  contribution  to  group  health  insurance  for  employees  who 
are  spouses  of  employees  already  enrolled.   There  were  four  such  employees 
at  the  prison  and  a  total  of  13  within  the  Department  of  Institutions.   These 
payments  appear  to  be  contrary  to  Attorney  General's  Opinion,  No.  5,  Volume  32, 
dated  June  15,  1967,  which  states  that  "non-participating  employees  are  not 
entitled  to  pay  increase  equivalent  to  the  cost  of  the  employer's  premium 
payment  for  participating  employees." 

Section  11-1024,  R.C.M.  1947,  provides  that  agencies  of  the  state  shall 
pay  as  part  of  the  employee's  salary  $10  per  month  upon  a  vote  of  two-thirds 
of  the  employees  to  enter  into  group  health  insurance.   The  Department  of 
Institutions  policy,  stated  in  a  memo  dated  February  4,  1970,  provides  that 
in  instances  where  a  husband  and  wife  are  both  employed  by  the  state,  and 
both  spouses  are  covered  under  a  state  sponsored  family  policy  in  one  spouse's 
name,  the  other  spouse  can  receive  the  state's  share  of  health  insurance  as 
a  non-taxable  item.   Payments  are  to  be  made  monthly  or  at  least  quarterly 
to  each  claimant  by  preparation  of  a  claim  chargeable  to  Personal  Services 
Benefits. 

There  are  two  questionable  actions  concerning  the  payment  which  should 
be  clarified.   First,  are  employees  already  covered  by  group  insurance 
participation  by  a  spouse  entitled  to  a  salary  increase  and  second,  is  the 


cash  payment  non-taxable.  We  received  an  opinion  form  the  Attorney  General 
(Shown  as  Exhibit  F  of  this  report)  which  declares  that  cash  payments  to 
employees  already  covered  under  another  state  insurance  plan  cannot  be  made. 
Discussion  of  the  tax  status  of  such  cash  payment  reveals  that  this  is 
taxable  income  which  should  be  reported  on  the  employee's  earnings  statement. 
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RECOMMENDATION 

We  recommend  that  the  Department  seek  a  written  opinion  from  the  Department 
of  Revenue  regarding  the  tax  status  of  such  cash  payments . 

In-Kind  Goods  and  Services 

The  prison  furnishes  certain  in-kind  goods  and  services  to  employees 
which  may  not  be  adequately  valued  in  considering  comparable  compensation 
and  may  not  be  in  accordance  with  the  verbal  employment  contracts  with  the 
personnel  involved. 

The  warden's  verbal  contract  with  the  department  provides  that  he  was  to 

receive  a  salary,  housing  and  "full  maintenance."  In  the  absence  of  a  clear 

definition  of  "full  maintenance"  the  warden  based  what  he  presently  receives  on 

what  previous  wardens  had  received.   During  the  fiscal  year  ended  June  30, 

1973,  he  received  the  following: 

Salary 

Rent  (based  on  insured  value) 

Utilities 

Telephone 

Cable  T.V. 

Water  Softner 

Withdrawals  From  Prison  Commissary 

Local  Supermarket  Purchases 

Total  Remuneration 


$16, 

,286 

5, 

,316 

668 

79 

115 

122 

1, 

,118 

3 

,262 

$26 

,966 

The  warden  is  the  only  recipient  of  commissary  privileges  at  the  prison 
and  they  are  free  to  him.   In  addition,  for  items  not  available  at  the 
commissary  the  warden  has  a  charge  or  purchase  arrangement  at  local  stores 
where  food  and  sundry  items  are  charged  to  and  paid  for  by  the  prison.   The 
schedule  shown  below  indicates  the  food  items  purchased  from  a  local  supermarket 
during  fiscal  year  1972-73  for  the  warden: 
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Food  Item  Amount 


Gorceries  $1,216 

Produce  234 

Meat  381 

Sea  Food  104 

Bakery  247 

Soda  Pop  201 

Gum  and  Candy  222 

Foodsticks,  zingers  &  nuts  54 

Milk  and  ice  cream  26 

Laundry  &  housekeeping  145 

Personal  &  toilet  articles  286 

Miscellaneous  146 


Total  $3,262 


Supermarket  purchases  are  receipted  for  by  members  of  the  warden's  family. 
The  warden  advised  that  the  local  store  account  was  necessary  because  food 
items  available  through  the  commissary  came  in  large  size  containers.   No 
other  state  institution  provides  open  purchase  accounts  at  local  stores. 

Employment  arrangements  which  provide  for  more  than  basic  salary  should 
be  spelled  out  by  a  written  contract  with  references  to  dollar  allowances 
where  possible.   Further  the  Department  of  Institutions  should  consider  the 
tax  status  of  the  various  benefits  in  preparing  the  agreement.   The  Director 
of  the  Department  of  Institutions  recently  questioned  certain  items  charged 
to  the  state  at  the  local  stores.   This  illustrates  that  oral  agreements  are 
subject  to  misinterpretation.   The  warden  had  previously  recognized  the 
sensitivity  of  financial  transactions  under  this  type  of  arrangement  and  on 
several  occasions  requested  that  the  business  manager  review  the  propriety  of 
food  purchases  from  the  local  store.   In  response  to  the  questions  raised  by 
the  Director  of  the  Department  the  warden  replied  that  the  matter  should  be 
clarified  and  set  forth  in  writing. 

Other  prison  employees  also  receive  supplemental  compensation  in  the  form 
of  substantially  reduced  rent  for  houses  that  are  rented  to  employees.   Rental 
charges,  usually  collected  via  payroll  deduction,  vary  depending  on  the  type  of 
housing.   Dormitory  rooms  rent  for  $10  per  month,  duplex  residences  for  $20  per  month, 
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and  single  family  residences  for  $20  to  $40  per  month.   The  prison  also  pays 
the  utilities  costs  for  the  housing  and  such  costs  exceeded  the  rental  charges 
for  some  houses.   Prison  and  institution  officials  advised  that  a  provision 
of  low  rental  was  necessary  to  supplement  inadequate  salaries. 

Considering  that  no  other  state  instutition  provides  an  open  account  and 
the  fiscal  control  is  lacking  where  non-state  employees  receipt  for  the  material 
it  would  appear  desirable  to  closed  the  account  with  the  local  supermarket. 
Non  cash  benefits  and  perquisites  are  applicable  to  all  facilities  of  the 
Department  of  Institutions  and  accordingly  are  the  subject  of  a  separate  review. 
This  matter  will  be  covered  in  a  subsequent  report. 

RECOMMENDATION 


We  recommend  that  the  Department  of  Institutions: 

1.  Reduce   to  writing  the  present  warden's  employment  agreement 
clarifying  the  non-cash  benefits  to  be  allowed. 

2.  Close  the  open  purchase  account  at  the  local  supermarket. 

Internal  Control 


The  prison  does  not  have  an  adequate  separation  of  duties  for  the  function 
of  hiring  and  termination  process  and  the  payroll  check  distribution  process 
to  satisfy  sound  internal  control  needs. 

Satisfactory  internal  control  consists  of  a  system  of  checks  and  balances 
partially  achieved  by  a  separation  of  duties  to  assure  proper  recording  of 
transactions  and  safeguarding  of  assets.   The  personnel  department  has 
responsibility  for  the  hiring  of  employees,  the  termination  of  employees 
and  the  distribution  of  employee  payroll  checks.   Without  an  independent 
delivery  of  payroll  checks  it  is  possible  to  establish  a  fictitious  employee 
without  the  possibility  of  detection  provided  through  proper  internal  controls. 
There  are  a  sufficient  number  of  employees  at  the  prison  to  enable  the  duties 
to  be  separated. 
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RECOMMENDATION 

We  recommend  that  the  prison  reassign  duties  with  respect  to  the 
payroll  process  to  achieve  the  necessary  separation  of  duties. 

OTHER  EXPENDITURES 

Professional  Contracts 


The  prison  has  six  part-time  professional  employees,  a  physician,  dentist, 
optometrist,  two  pharmacists,  and  an  attorney.   Each  of  these  persons  operate 
a  private  practice  in  nearby  communities  in  addition  to  their  duties  at  the 
prison.   The  prison  does  not  have  written  contracts  specifying  the  duties 
and  responsibilities. 

Formal  agreements  setting  forth  the  rights  and  duties  of  both  the 
employer  and  the  professional  part-time  employee  are  needed  to  prevent 
disputes  and  resolve  duty  related  questions  which  might  arise.   An  illustration 
of  the  problems  that  can  stem  from  the  lack  of  a  written  contract  is  the 
billing  submitted  recently  by  the  prison  physician.   The  prison  physician 
receives  a  regular  salary  of  $16,932  annually,  yet  the  duties  he  is  to  perform 
to  receive  that  amount  are  unclear  because  there  is  no  written  contract.   In 
July,  1973,  he  billed  the  prison  $10,637  for  services  rendered  which  he 
considered  over  and  above  his  responsibility  covered  by  the  regular  salary. 
This  extra  bill  was  for  services  performed  during  the  period  June  1970  through 
June  30.  1973.   After  some  dispute,  the  prison  finally  paid  the  bill  improperly 
from  funds  appropriated  for  fiscal  year  ending  June  30,  1974. 

In  May,  1971,  the  Department  of  Institutions  issued  a  directive  requiring 
all  institutions  to  make  written  contracts  with  their  professional  employees. 
Considering  that  only  one  professional  employee  has  a  written  contract  the 
prison  has  apparently  not  implemented  the  directive.   The  requirement  for  written 
contracts  is  even  more  important  since  the  passage  of  Section  68-1602(4), 
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R.C.M.  1947.   Persons  hired  as  part-time  professional  employees  are  eligible 
for  membership  in  the  Public  Employees  Retirement  System  provided  that  a  written 
contract  specifies  the  creation  of  an  employer-employee  relationship. 


RECOMMENDATION 

We  recommend  that  the  prison: 

1.  Establish  written  contracts  with  each  part-time  professional 
employee,   setting  forth  the  rights  and  duties  of  the  employer 
and  employee. 

2,  Require  monthly  billing  for  those  services  not  covered  by   the 
employment  agreement. 

Legal  Fees  and  Court  Costs  for  Inmate  Crimes 

There  have  been  numerous  occasions  in  the  past  of  crimes  being  committed 
by  prisoners  while  incarcerated.   A  prisoner  who  has  committed  a  crime  is 
entitled  to  a  trial  and  defense  by  a  court  appointed  attorney.   Presently  there 
is  a  question  as  to  whether  the  state  or  the  county  is  responsible  for  payment 
of  costs  associated  with  the  trial  and  defense. 

The  attorney  for  the  prison  has  expressed  the  opinion  that  there  is 
no  statutory  obligation  for  the  Department  of  Institutions  to  pay  costs 
related  to  prosecution,  defense  and  court  trial.   The  attorney  for  Powell 
County  where  most  of  the  inmates  are  tried,  has  basically  expressed  the  same 
position  for  crimes  other  than  those  involving  escapes. 

These  opinions  appear  to  be  contrary  to  section  80-1912,  R.C.M.  1949, 

which  seems  to  place  the  responsibility  for  costs  for  inmate  trials  on 

the  prison.   The  statute  reads  as  follows: 

"Whenever  a  trial  takes  place  of  any  person  under  any  of  the  provisions 
of  section  94-7-306,  and  whenever  a  prisoner  in  the  state  prison  shall 
be  tried  for  any  crime  committed  therein,  the  county  clerk  of  the  county 
where  such  trial  is  had  shall  make  out  a  statement  of  all  the  costs 
incurred  by  the  county  for  the  trial  of  such  case,  and  of  guarding  and 
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keeping  such  prisoner,  properly  certified  by  a~district  judge  of  said 
county,  which  statement  shall  be  sent  to  the  board  of  state  prison 
commissioners  for  their  approval;  and  after  such  approval,  said  board 
must  cause  the  amount  of  such  costs  to  be  paid  out  of  the  money 
appropriated  for  the  support  of  the  state  prison  to  the  county  treasurer 
of  the  county  where  such  trial  was  had." 

The  language  of  the  statute  indicates  that  responsibility  for  costs, 
related  to  a  trial  for  any  crime  committed  by  a  prisoner,  will  be  paid  out 
of  moneys  appropriated  for  support  of  the  prison.   These  costs  are  properly 
related  to  the  state's  custodial  responsibility  and  consequently  should  be 
paid  by  the  prison.   The  warden  advised  that  an  opinion  had  recently  been 
requested  of  the  Department's  Attorney  to  clarify  the  matter.   We  have  also 
requested  an  opinion  from  the  Attorney  General  to  determine  monetary 
responsibility  for  the  trial  costs. 
Out-of-State  Travel  Approval 

The  prison  is  not  in  compliance  with  the  Department  of  Institutions 
policy  regarding  out-of-state  travel.   The  Department  of  Institutions  Employee 
Handbook  requires  that  all  out-of-state  travel  be  authorized  by  the  director 
two  weeks  prior  to  departure.   An  exception  would  apply  if  the  prison  had 
a  prisoner  to  pick-up  or  deliver.   In  fiscal  year  1972-73  fourteen  trips 
were  made  out-of-state  that  did  not  invlove  transporting  of  prisoners.   Only 
three  were  authorized  by  the  director  of  the  Department  of  Institutions. 

The  only  advance  authorization  obtained  was  for  the  warden  because  prison 
officials  believed  the  policy  applied  only  to  that  position.   The  reason 
for  such  a  policy  can  only  be  to  achieve  some  measure  of  fiscal  control  at 
the  department  level.   The  failure  to  request  approval  prevents  this  fiscal 
control. 

RECOMMENDATION 

We  recommend  that  the  prison  seek  approval  for  all  out-of-state 
travel  that  does  not  pertain  to  receiving  or  delivering  prisoners 
as  required  by  the  Department  of  Institutions  policy. 
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ACCOUNTING  ERRORS 

Our  audit  disclosed  various  accounting  errors  made  during  the  fiscal 
year  which  were  not  corrected  prior  to  fiscal  year  end  and  accordingly 
resulted  in  inaccurate  statements  rendered  by  the  Statewide  Budgeting  and 
Accounting  System.    These  errors  were  as  follows: 

1.  Non-existent  account  receivable  totaling  $11,585  in  the  Prison 
Industrial  Earmarked  Revenue  Fund  and  the  MDTA  Federal  and  Private 
Revenue  Fund.   The  prison  collected  the  revenue  but  recorded  the 
transaction  improperly  thus  failing  to  adjust  accounts  receivable. 

2.  General  fund  cash  is  overstated  and  earmarked  revenue  fund  cash  is 
understated  by  $478  due  to  erroneous  accounting  entity  designation  on 
the  original  entry. 

3.  The  incomplete  recording  of  an  operational  plan  amendment  involving 
transfers  from  the  MDTA  Federal  and  Private  Revenue  fund  left  the 
Statewide  Budget  and  Accounting  System  reports  out  of  balance. 

4.  The  stale-dated  warrants  account  has  an  improper  negative  balance 
due  to  the  erroneous  recording  by  the  State  Auditors  Office  of  a 
$224  warrant  reissued  on  the  books  of  the  prison  rather  than  the 
Department  of  Administration. 

5.  Two  warrants  totaling  $137  which  were  not  to  be  reissued  were  charged 
in  error  to  the  active  cancelled  warrant  clearing  account. 

6.  Interest  earnings  from  investment  of  inmates  monies  has  been  recorded 
inconsistently  in  two  separate  accounts  and  contrary  to  instructions 
in  the  Montana  Administrative  Manual. 


7.   Collections  totaling  $9,370  for  housing  out-of-state  inmates  were 
recorded  as  an  expenditure  abatement  in  fiscal  year  1973-74  as 
contrasted  to  fiscal  year  1972-73  when  the  expenditures  were  incurred. 

Most  of  the  errors  occured  early  in  the  fiscal  year  and  could  have  been 

detected  had  an  established  review  and  reconciliation  process  been  in  effect. 

The  accounts  should  be  subject  to  review  monthly  and  where  errors  are  observed 

correction  made  immediately  to  lend  credibility  to  accounting  reports. 

RECOMMENDATION 

We  recommend  that  the  prison  establish  a  program  of  monthly  reconciliation 
and  review  to  assure   that  accounts  are  properly  recorded  and  adjusted. 


-36- 


RANCH  OPERATION 

The  prison  ranch  consists  of  about  33,000  acres  from  which  products 
are  provided  for  the  prison  and  other  state  institutions.   As  previously 
described  the  ranch  carries  cattle,  swine,  poultry  and  has  a  program  for 
growing  feed  for  the  livestock.   Additionally,  a  feed  lot  operation  has  been 
established  to  improve  beef  production.   The  ranch  also  operates  a  slaughterhouse 
and  butchering  facility  for  delivery  of  cut  meat  to  the  consuming  institutions. 
The  total  production  of  the  ranch  complex  is  intended  for  the  state  institutions 
as  statutes  prohibit  the  sale  of  products  to  the  consuming  public  except 
in  event  of  emergency.   The  following  are  comments  regarding  improvements 
needed  to  enable  the  ranch  to  function  more  efficiently  and  effectively. 
Funding 

The  ranch  is  currently  funded  through  general  fund  appropriations  on 
a  biennial  basis.   This  is  not  substantially  different  from  previous  funding 
except  that  partial  funding  was  from  the  Earmarked  Revenue  Fund  which  source 
was  billings  to  state  institutions  for  products  obtained  from  the  prison 
ranch.   The  billing  process  and  resultant  funding  from  the  Earmarked  Revenue 
Fund  was  discontinued  beginning  with  the  1971-1973  budget  biennium  because 
it  merely  consisted  of  transferring  general  fund  money  to  the  earmarked  revenue 
fund.   Instead  of  providing  the  various  institutions  general  fund  appropriations, 
funding  for  certain  food  items  was  provided  the  prison  ranch  and  products 
were  provided  the  institutions  without  charge.   Considering  the  fact  that 
the  ranch  was  not  functioning  on  an  enterprise  basis  and  was  still  limited  by 
the  appropriation  process  it  appears  the  billing  was  an  unnecessary  procedure. 

Recently  the  prison  experienced  a  substantial  rise  in  feed  prices  and  a 
simultaneous  drastic  reduction  in  feed  crop  production  brought  about  by 
successive  years  of  draught  conditions  in  the  Deer  Lodge  Valley.   The  fixed 
funding  for  fiscal  year  1972-73  which  was  determined  nearly  two  years  earlier 
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by  legislative  process  was  not  adequate  to  meet  the  greater  procurement  and 
higher  price  demands  placed  on  the  ranch  operation.   Since  meeting  immediate 
feed  requirements  for  livestock  is  critical  in  the  meat  production  cycle  the 
prison  had  to  resort  to  improper  transactions  to  obtain  feed.   The  prison 
found  it  necessary  to  augment  appropriations  by  $41,400  by  exchanging  cattle 
to  acquire  necessary  feed.   (See  page  21  of  this  report  for  discussion  of  the 
transaction.)   The  prison  did  experience  a  measurable  loss  in  the  sale 
of  half  simmental  heifers  because  of  inadequate  feeding.   A  previously  agreed 
upon  price  was  reduced  from  $450  to  $400  because  of  light  weight  due  to  lack 
of  nutrition.   It  was  estimated  that  these  animals  averaged  100  pounds  lighter 
than  a  prior  purchase  of  similar  heifers.   A  similar  weight  loss  for  livestock 
designated  for  slaughter  and  consumption  by  the  institutions  is  also  costly  in 
that  additional  animals  are  required  to  meet  fixed  needs.   The  loss  accruing 
because  of  inadequate  feed  cannot  be  measured. 

The  feed  problems  continued  into  fiscal  year  1973-74;  however,  the 
prison  was  able  to  obtain  a  supplemental  appropriation  totaling  $374,000 
to  purchase  feed  items.   This  amount,  provided  for  the  remainder  of  the 
fiscal  year,  exceeded  the  original  budget  request  for  the  entire  year. 
Although  the  budget  and  appropriation  process  could  have  been  used  to  meet 
the  cattle  feed  crisis,  the  revolving  fund  concept  enables  a  more  flexible 
alternative  with  a  basis  for  achieving  cost  consciousness  for  both  ranch 
management  and  institutions  utilizing  prison  products. 

During  the  1974  legislative  session  the  Senate  passed  Senate  Resolution 
No,  71  requesting  the  Department  of  Institutions  to  investigate  the 
feasibility  and  desirability  of  operating  the  prison  ranch  from  a  revolving 
fund  account  as  an  enterprise  operation.   The  resolution  further  provided  that 
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each  institution  develop  a  total  budget  for  food  service,  pay  the  prison 
for  billed  products  delivered  and  that  the  ranch  budget  would  be  based  on 
anticipated  revenue  from  the  sale  of  goods  produced. 

A  ranch  revolving  fund  operating  on  an  enterprise  basis  would  largely 
function  without  the  appropriation  process  for  consumable  and  depreciable 
assets.   The  ranch  would  be  required  to  bill  those  institutions  receiving 
products  at  a  price  sufficent  to  recover  the  cost  of  raising  and  processing 
the  commodities.   After  provision  of  initial  working  capital  for  normal 
operations  the  ranch  would  operate  solely  from  reimbursements  of  using  institu- 
tions, including  the  prison  food  service.   Recoverable  costs  would  include 
salaries  and  employee  benefits,  supplies  and  feed,  utilities,  leased  equipment, 
depreciation,  to  enable  later  replacement  of  usuable  equipment  consumed  in 
ranch  production,  and  overhead  costs  of  the  prison  directly  relating  to  the 
ranch  operation.   As  costs  increase,  the  billing  rate  would  be  increased  to  meet 
current  needs  and  avoid  feed  shortages  which  interrupt  the  meat  production  cycle. 

During  our  examination  we  observed  a  lax  attitude  at  several  institutions 
in  recording  receipt  of  prison  products  because  "no  one  paid  for  the  commodities 
anyway."  We  also  observed  that  one  institution  was  selling  quality  meat 
cuts  to  employees  at  prices  less  than  50  percent  of  the  wholesale  price  for 
lesser  quality  cuts.   Charging  institutions  for  products  would  restore  cost 
consciousness  to  management  and  enable  a  basis  for  charging  realistic 
prices  for  employee  sales.   Because  ranch  products  are  distributed  free  to 
institutions  the  department  of  institutions  is  currently  using  wholesale  meat 
prices  as  a  basis  for  establishing  costs  for  the  Federal  and  Private  reimbursement 
program.   Billings  of  actual  costs  to  the  institutions  would  permit  recovery 
of  actual  food  costs. 
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Conversion  to  a  revolving  fund  concept  would  serve  to  instill  cost- 
consciousness  for  both  the  ranch  management  and  receiving  institutions  and  would 
enable  inclusion  of  actual  costs  of  foods  for  the  medicare,  medicaid  and 
private  insurance  reimbursement  billings.   Should  the  cost  of  prison  products 
exceed  market  wholesale,  the  institutions  would  obviously  utilize  the 
alternative  commercial  products  as  contrasted  to  fostering  inefficiency  and 
high  costs  at  the  prison  ranch.   Appropriation  control  over  administrative 
activities  and  the  expansion  of  ranch  facilities  should  continue.   Sale  of 
products  to  the  consuming  public  should  be  allowed  only  under  those  circumstances 
allowed  by  law. 

RECOMMENDATION 


We  recommend  that  the  Department  of  Institutions    establish 
enterprise  accounting  procedures  for  the  prison  ranch. 

Accounting  System 

The  implementation  of  a  revolving  fund  for  operation  of  the  prison 

ranch  will  require  improvement  of  the  accounting  and  information  system  used 

to  disclose  results  of  operation.   Presently  the  primary  information  source  is 

the  Statewide  Budget  and  Accounting  System.   This  system  is  not  designed  to 

identify  costs  of  the  various  products  produced  but  rather  it  shows  total  use 

of  ranch  resources.   Continued  operation  based  on  revenues  generated  will 

require  an  information  system  sufficiently  sophisticated  to  enable  cost  recovery, 

identification  of  uneconomical  ranch  operations  and  comparison  with  alternate 

supply  sources. 

Historically,  the  accounting  system  used  for  the  ranch  has  been  inadequate 

to  identify  product  costs.   The  Statewide  Budget  and  Accounting  System  accumulates 

overall  program  costs  but  does  not  provide  for  allocation  of  different  costs  and 

production  records  necessary  to  establish  unit  product  costs,   The  prison 

had  developed  a  hand  posted  system  to  supplement  program  accounting  and  provide 

for  some  cost  allocations;  however,  these  are  less  than  adequate  because  many 
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allocations  are  arbitrary  in  nature  due  to  a  lack  of  information.   Crop 
production,  although  expended  entirely  for  livestock  feed,  is  not  allocated 
to  beef,  dairy,  pork,  or  poultry  production.   Further  there  is  no  correlation  of 
production  records  to  ascertain  unit  costs. 

To  assure  full  recovery  of  costs,  the  ranch  will  require  a  cost  accounting 
system  which  will  allocate  all  applicable  costs  to  inventory  in  process, 
finished  products  or  cost  of  goods  sold.   Such  a  system  would 
serve  to  identify  which  ranch  operations  are  inefficient  and  would  enable 
management  to  choose  between  corrective  action  and  alternative  commercial 
sources. 

RECOMMENDATION 

We  recommend  that   the  Department  and  prison  in  cooperation  with   the 

Department  of  Adminsitration  develop  a  cost  accounting  system 

which  would  allocate  all  costs  to  products  for  sale. 

Livestock  and  Crop  Records 

The  January  1972  inventory  included  $489,673  in  livestock  which  is 
also  the  amount  shown  on  June  30,  1973.   No  records  were  retained  to  show  how 
that  value  was  arrived  at.   An  annual  physical  inventory  of  livestock  is  taken, 
however,  placing  dollar  valuations  on  livestock  has  been  discontinued  as  mean- 
ingless by  the  business  manager  and  consequently  there  is  no  accurate  dollar 
value  for  the  livestock  inventory  available  for  June  30,  1973.   The  validity 
of  the  January  1,  1972  inventory  is  further  questionable  due  to  the  fact 
the  cattle  herd  was  reduced  substantially  just  preceding  June  30,  1973. 
(See  page  25   of  this  report.)   The  value  assigned  to  the  animals  sold  was 
not  deleted  from  the  inventory  records  because  the  prison  has  discontinued 
assigning  a  value  to  livestock. 

The  prison  records  for  livestock  and  crop  production  are  not  adequate 
to  assure  control  and  protection  of  state  property.  Perpetual  records  at  June  30, 
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1973  disclosed  the  following  livestock  on  hand: 

Beef  Cattle  2,259 

Dairy  Cattle  269 

Swine  Herd  948 

Horses  21 

Perpetual  inventory  records  are  not  maintained  to  meaningfully  account  for  animals 
born,  deceased,  slaughtered  and  on  hand.   Without  meaningful  perpetual  inventory 
records  responsibility  and  accountibility  is  impossible  to  establish  and 
unauthorized  use  is  difficult  to  prevent.   Comments  on  specific  record  keeping 
weaknesses  for  each  livestock  area  follow: 
Beef  Cattle 

The  prison  has  about  750  head  of  cattle  in  the  feed  lot  and  about  1,500 
on  pasture  in  various  areas  of  the  ranch  and  other  locations  in  the  state. 
Available  records  do  not  show  the  number  of  cattle  at  each  location  during 
the  year.   Only  at  roundup  time  when  the  count  is  made  is  management  aware 
of  where  all  the  cattle  are.   A  good  system  should  show  the  cattle  location, 
fixing  responsibility  for  them  so  that  at  any  time  during  the  year  management 
would  know  where  the  cattle  were  and  who  was  responsible  for  them. 

Calves  are  not  adequately  controlled  because  they  are  not  recorded  prior 
to  being  branded.   Though  informal  notes  are  made  of  calf  births,  these  notes 
are  never  reconciled  to  the  number  branded  and  added  to  inventory.   Calves 
are  ear  tagged  at  birth  if  it  appears  they  will  live,  but  if  born  dead  or  the 
calf  dies  shortly  thereafter  it  is  not  even  noted.   All  calves  should  be  tagged 
and  recorded  at  birth.   Any  subsequent  disposition  of  the  calf  should 
be  documented  with  independent  verification. 

Cattle  deaths  are  verbally  communicated  to  the  bookkeeper.   The  prison 
should  initiate  a  system  of  reporting  animal  deaths  that  would  assure  through 
independent  verification  that  the  animal  died,  identify  its  probably  cause  of 
death  and  assure  that  the  animal  is  counted  only  once  as  dead. 
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Dairy  Cattle 

Dairy  calves  are  not  ear-tagged  at  birth  unless  they  will  be  used  to 
replenish  the  herd.   All  other  calves  are  later  sent  to  the  feed  lot.   We 
noted  several  calves  that  remained  unidentified  or  branded  for  5  months. 
All  dairy  calves  should  be  identified  (ear-tagged)  to  establish  accountability 
regardless  of  their  intended  disposition. 

Swine  Herd 

The  only  records  of  herd  size  is  a  monthly  physical  count  which  is 
orally  provided.   The  only  other  records  that  are  kept  are  records  of  litter 
size  so  that  they  can  determine  which  sows  to  slaughter.   Swine  are  not 
individually  identified  in  records.   Animal  deaths  are  not  documented  and 
verified.   There  is  no  perpetual  inventory  set  up  for  the  swine  herd  and  thus 
no  assurance  that  animals  are  used  for  state  purposes.   All  control  rests  with 
one  individual  who  is  in  charge  of  the  swine  herd.   Such  a  system  is  totally 
inadequate  to  protect  against  unauthorized  use  and  disposal  of  swine. 

Feed  Lot  Operation 

As  of  December,  1973,  the  prison  had  not  established  a  recordkeeping  system 
for  the  feed  lot.   Consequently  they  do  not  know  if  the  feed  lot  is  operating 
successfully  or  not.   The  feed  lot  operation,  started  July,  1973,  demands  a 
system  of  recordkeeping  which  shows  weights,  weight  gains,  and  feed  consumed. 

Farm  Crop  Records 

Records  are  maintained  only  of  total  crop  production.   The  only  crops 
that  the  prison  has  raised  this  past  year  are  hay  and  barley  used  as  feed  crops  for 
their  livestock.   Records  should  be  maintained  for  each  crop  from  identifiable 
fields  and  should  include  such  things  as  pertinent  data  on  seed  planted,  dates 
of  planting,  fertilizer  applied,  irrigation  of  field  if  that  is  done,  and  crop 
production  per  acre. 
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The  prison  ranch  is  considered  a  large  ranching  operation  by  most 
standards  and  it  would  seem  essential  to  have  good  control  over  the  livestock 
and  crops.   Records  enable  the  fixing  of  responsibilities  for  animals  and 
crops  and  enable  management  to  evaluate  their  operations  and  their  employees. 
Based  on  the  system  of  records  kept  during  the  fiscal  year  under  audit  it  is 
not  possible  to  ascertain  whether  the  prison  lost  any  animals  due  to  carelessness 
or  dishonesty  of  inmates  or  employees.   The  prison  business  manager  advised 
that  the  annual  physical  count  of  cattle  has  not  matched  the  perpetual 
records  in  17  years  until  the  count  in  December,  1973.   The  previous  year 
the  inventory  records  had  to  be  adjusted  downward  by  37  cattle  after  the 
physical  count.   Whether  this  difference  was  the  result  of  accounting  error, 
loss  through  carelessness  or  theft  of  the  animals  cannot  be  determined  because 
the  recordkeeping  system  of  the  prison  ranch  is  unreliable.   A  system  of 
recording  and  measuring  animal  and  crop  production  should  be  established 
at  the  prison.   The  Agricultural  Experiment  Station  at  Montana  State  University 
has  farm  and  ranch  operations  somewhat  similar  to  the  prison  and  may  be  able 
to  assist  in  the  development  of  a  record  system. 

RECOMMENDATION 

We  recommend  that  the  department  consult  with   the  Department  of  Administration 
and  the  Agricultural,  Experiment  Station  for  the  development  of  a  system  of 
animal  and  crop  production  records  which  will  adequately  account  for  total 
production  and  disposals  and  properly  fix  custodial  responsibility . 
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RECIPROCAL  HOUSING  OF  INMATES  BETWEEN  STATES 

The  prison,  as  a  member  of  the  Western  Interstate  Corrections  Compact, 
has  entered  into  agreements  for  the  housing  of  Montana  inmates  in  facilities 
of  other  states  and  likewise,  the  housing  of  inmates  from  other  states  in 
Montana.   Under  these  agreements,  Montana  (1)  is  billed  for  inmates  housed  in 
other  states,  (2)  bills  other  states,  or  (3)  offsets  billings  because  an  equal 
number  of  inmates  are  exchanged.   During  fiscal  year  1972-73  the  prison  paid 
$27,791  for  inmates  incarcerated  in  other  states  and  collected  $4,150 
for  out-of-state  prisoners  in  Montana.   In  addition  four  other  inmates  were 
involved  in  offset  trades  with  other  states  at  various  times  during  the 
fiscal  year.   The  system  used  to  assure  proper  billing,  paying,  and  offset  is 
so  disorganized  that  errors  have  resulted  in  billing  for  prison  services  to 
other  states.   A  process  has  not  been  established  to  assure  routine  monthly 
billing  for  out-of-state  inmates  housed  in  Montana. 

An  analysis  of  inmates  from  out-of-state  in  Montana  and  Montana  inmates 
in  other  states  compared  with  billings  and  amounts  paid  to  other  states  revealed 
several  errors.   For  instance  in  one  case  the  prison  was  offsetting  charges 
because  of  reciprocal  housing  of  inmates;  however  it  was  later  determined  that 
the  other  state  did  not  have  an  inmate  in  Montana.   As  a  result  the  prison 
has  erroneously  offset  more  than  six  months  charges.   Another  error  which 
was  caught  and  corrected  by  the  billing  state  involved  Montana's  paying  for 
an  inmate  although  that  inmate  had  been  discharged  on  Montana  charges.  Payment 
for  this  inmate  continued  for  approximately  4J5  months  and  $1,350  was  paid  before 
the  error  was  caught.   Inmate  trades  are  not  analyzed  to  assure  that  there  is 
a  trade  and  no  one  assures  that  the  rates  billed  are  those  provided  for  in 
the  contract.   The  billing  to  other  states  for  their  inmates  in  Montana 
State  Prison  is  done  by  the  prison's  chief  accountant.   During  the  fiscal 
year  only  two  billings  took  place. 
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Records  and  personnel  necessary  for  verification  of  billings,  payments 
and  offsets  are  fragmented  among  three  separate  operations  at  the  prison.   The 
accounting  office  is  directly  responsible  for  verifying  propriety  of  payment  in 
response  to  billing  from  other  states,  verifying  propriety  of  offsets  and 
preparing  bills  to  other  states.   The  contracts  providing  for  inmate 
exchanges  and  billing  rates  are  maintained  in  the  warden's  office  and  records 
of  inmate  locations  and  status  are  maintained  in  the  prison  records  division. 
The  prison  has  not  established  a  system  to  provide  essential  inmate  exchange 
information  to  the  accounting  office  to  assure  propriety  of  monetary 
considerations  and  timely  billing  to  other  states. 

The  responsibility  for  monetary  considerations  involving  inmate  exchanges 
and  housings  with  other  states  should  be  centralized  in  the  accounting  office. 
A  system  should  be  established  whereby  copies  of  exchange  contracts  are 
provided  the  accounting  office,  and  any  information  pertinent  to  the  status  of 
out-of-state  prisoners  in  Montana  and  vice  versa  should  be  routinely  forwarded 
to  the  accounting  office.   Billing  should  be  done  at  least  monthly. 

RECOMMENDATION 

We  recommend  that  the  prison: 

1.  Establish  a  system  which  routinely  forwards  inmate  exchange 
information  related  to  contracts,  rates,    location  and  status  to  the 
accounting  office. 

2.  Provide  for  monthly  analysis  of  inmate  trades  for  possible 
monetary  offset  and  timely  billing. 
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GOOD-TIME  ALLOWANCES  TO  INMATES 

The  prison  is  granting  good-time  allowances  to  inmates  in  excess  of 
statutory  maximums.   Extra  good-time  was  authorized  in  January,  1970  by  the  former 
warden  with  the  approval  of  the  Board  of  Institutions.   The  reason  for  the 
extra  good-time  was  because  the  allowance  for  blood  donations  was  virtually 
eliminated  by  a  Red  Cross  decision  to  terminate  prison  blood  drawings. 

Section  80-1905,  R.C.M.  1947,  permits  the  granting  of  good-time 
allowances  to  inmates  employed  in  any  prison  work  or  activity.   The  accumulated 
allowances  shall  operate  as  a  credit  on  the  sentence  as  imposed  by  the  court, 
conditioned  upon  the  inmates'  good  behavior  and  compliance  with  the  rules  and 
regulations  made  by  the  department  or  the  warden.   The  statute  further  requires 
the  Department  of  Institutions  to  adopt  rules  and  regulations  providing  for 
the  granting  of  good-time  allowances,  but  specifies  that  allowances  may  not 
exceed  the  following: 

1.  10  days  per  month  for  inmates  assigned  within  the  confines  of 
the  walls  of  the  prison. 

2.  13  days  per  month  for  those  inmates  placed  outside  the  confines 
of  the  walls  of  the  prison. 

3.  15  days  per  month  for  those  inmates  who  have  been  assigned  outside 
the  walls  of  the  prison  for  an  uninterrupted  period  of  one  year 

on  a  minimum  status. 

4.  13  days  per  month  for  those  inmates  enrolled  in  school  inside  the 
walls  who  successfully  complete  the  course  of  study  or  who  while 
so  enrolled  are  released  from  the  prison  by  discharge  or  parole. 

5.  10  days  for  each  pint  of  blood  donated  by  an  inmate. 

As  indicated  above  an  inmate  could  receive  only  10,13,  or  15  days  per 
month  good-time,  depending  upon  his  status  at  the  prison.   The  only  "extra" 
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allowance  allowed  by  the  law  Is  the  10  days  for  each  pint  of  blood  donated 

which  was  eliminated  because  of  the  incidence  of  hepatitis  at  the  prison. 

Both  the  warden  and  the  supervisor  of  the  Prison  Records  Division  have  submitted 

written  recommendatioas  to  the  Department  of  Institutions  that  the  statute  be 

amended  to  provide  for  the  extra  good-time  being  allowed  to  inmates.   Thus 

far  no  action  has  been  taken  by  the  Department . 

Inmate  good-time  records  show  some  inmates  were  receiving  as  much  as  21 
days  per  month — 15  days  for  being  in  trusty  status  (outside  the  walls)  for 
more  than  one  year,  and  3  days  each  for  being  enrolled  in  a  school  or  training 
class  and  for  participating  in  a  self-help  group  activity.   This  represents  40 
percent  more  good-time  than  is  allowed  by  the  statute.   The  effect  of  this  extra 
good-time  allowance  is  to  make  inmates  eligible  for  parole  and  discharge 
sooner  than  is  intended  in  the  statutes.   It  should  be  observed  that  while 
the  Department  of  Institutions  was  taking  action  which  liberalized  the  statutory 
good  time  allowances  the  legislature  in  Chapter  No.  113,  Montana  Session  Laws 
1974,  actually  reduced  good  time  allowances  for  certain  offenders.   The  new 
law  reduced  allowances  to  persons  convicted  of  the  second  felony  offense  within 
a  ten  year  period  to  about  one-half  the  prior  allowances. 

RECOMMENDATION 

We  recommend  that  the  prison: 

1.  Comply  with  the  provisions  of  Section  80-1905,   with 
respect  to     good-time  allowances  granted,   and 

2.  If  the  awarding  of  extra  good- time  can  be  demonstrated  as 
beneficial  in  terms  of  rehabilitation  of  inmates ,  propose 
legislation  amending  Section  80-1906,    to  provide  for  extra 
good- time . 


-48- 


FINAL  COMMENTS 

We  have  reviewed  the  comments  and  recommendations  contained  in  this 
report  with  the  director  of  the  Department  of  Institutions,  the  warden  of 
the  Montana  State  Prison  and,  when  applicable,  the  administrator  of  the 
Rehabilitative  Services  Division,  Department  of  Social  and  Rehabilitation 
Services.   The  full  context  of  the  departments'  and  prisons'  written 
responses  to  this  report  is  presented  in  the  next  section  of  the  publication. 

We  wish  to  express  our  appreciation  to  these  officials  and  their 
respective  staffs  for  their  cooperation  and  assistance  in  this  audit. 

Respectfully  submittted, 


August  9,  1974 


Morris  L.  Brusett 
Legislative  Auditor 
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July    17,    1974 


EXHIBIT   F 


ROBERT  L    WOODAHL 
Attorney  General 


...   .   ,D 

-  2  ■-■ 

luOtllMln  Li      .        I  AUDITOR 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol  Building 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 

I  am  in  receipt  of  your  recent  letter  asking  my  opinion  on  the 
following  questions: 

(1)  Where  two  family  members  are  both  employed  by  the  state, 
and  both  are  covered  under  a  single  family  plan  in  one  member's 
name,  is  the  other  family  member  entitled  to  receive  a  $10.00 
per  month  cash  payment  as  the  state's  share  of  a  group  insurance 
plan  pursuant  to  section  11-1024,  Revised  Codes  of  Montana,  1947? 

(2)  Where  a  husband  and  wife,  both  state  employees,  are  covered 
under  a  state  group  plan  paid  for  by  the  husband,  and  the  wife 
takes  out  an  accident  policy  costing  $8.00  per  month,  is  she 
entitled  to  a  cash  payment  of  $2.00  per  month  as  the  remainder  of 
the  state's  payment  under  section  .11-1024 ,  R.C.M.  1947? 

(3)  Can  group  insurance  costs  for  a  single  policy  be  allocated 
between  a  husband  and  wife  who  are  both  state  employees,  so  that 
each  may  receive  a  $10.00  credit  toward  the  coverage  of  a  single 
policy  under  section  11-1024,  R.C.M.  1947? 

I  have  carefully  reviewed  the  memorandum  of  authorities  submitted 
with  your  request  together  with  32  Opinions  of  the  Attorney 
General,  No.  5,  which  held  in  part:   "non-participating  employees 
are  not  entitled  to  a  pay  increase  equivalent  to  the  cost  of  the 
employer's  premium  payment  for  participating  employees."   There- 
fore, it  is  my  opinion  that  the  following  conclusions  contained 
in  your  memorandum  are  correct: 
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Mr.  Morris  L.  Brusett 
July  17,  1974 
Page  -2- 


(1)  Where  two  members  of  a  family  are  both  employed  by  the 
state,  and  are  covered  under  a  single  state  family  plan  in 
one  member's  name,  the  other  family  member  is  not  entitled  to 
receive  a  $10.00  per  month  cash  payment  as  the  state's  share 
of  a  group  plan  pursuant  to  section  11-1024,  R.C.M.  1947, 

(2)  Where  a  husband  and  wife,  both  state  employees,  are 
covered  under  a  state  group  plan  paid  for  by  the  husband,  and 
the  wife  takes  out  an  accident  policy  costing  $8.00  per  month, 
she  is  not  entitled  to  a  cash  payment^  of  $2.00  per  month  as 

the  remainder  of  the  state's  contribution  under  section  11-1024, 
R.C.M.  1947. 


(3)   Insurance  costs  on  a  single  state  group  insurance  plan  may 
be  allocated  between  a  husband  and  wife  who  are  both  state  em- 
ployees, if  each  has  filed  the  written  notice  required  by  sec- 
tion 40-3905.1,  R.C.M.  1947,  and  if  the  respective  employer 
state  agencies  have  properly  adopted  the  group  plan,  then  each 
person  is  entitled  to  receive  the  $10.00  state  contribution 
authorized  by  section  11-1024,  R.C.M.  lftj 

ly  you 


RLW:ps 


RT  L.  WOODAHL 
rney  General 
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AGENCY   REPLY 


j&at*  of  (jfflotttana 

Jeparinrott  of  ^nsitftrfums 


JNOR 

OM4S  L    Judge 


TOR 

WIN    G      KELLNER 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
Montana  State  Capitol 
Helena,   Montana   59601 

Dear  Mr.  Brusett: 


449     2546 


^elena,  59601 

August  8,  1974 


BOARD    MEMBER* 

RICHARD    V      BOTTOMLY.    GREAT    FALLS 

JOHN    M.    CROSS,    GLENDIVE 

FLOYD   C.    HAMILTON.     LIVINGSTON 

WILLIS    M.    McKEON.     MALTA 

JOHN   W.    STRIZICH.    M.D    .    HELENA 
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13/4 

,ut  auditor 


As  requested,  we  are  responding  to  the  report  on  examination  of  financial 
statements  for  fiscal  year  ended  June  30,   1973,  for  Montana  State  Prison. 
Responses  are  as  concise  as  possible  and  due  to  the  shortness  of  time, 
background  information  is  not  completely  developed. 

Most  recommendations  have  already  been  implemented  or  the  implemen- 
tation is  in  progress.    To  insure  compliance  with  these  recommendations 
and  policies  prescribed  by  the  Department  of  Administrations  and  the 
Office  of  Budget  and  Program  Planning,  we  have  upgraded  our  central 
office  support  staff,  as  well. 


RECOMMENDATION:    Page  7 

WE  RECOMMEND  THAT  THE  DEPARTMENT,   IN  CONSULTATION  WITH 
THE  DEPARTMENT  OF  ADMINISTRATION  REVIEW  THE  FEASIBILITY 
OF  UTILIZING  THE  STATEWIDE  BUDGET  AND  ACCOUNTING  SYSTEM 
IN  ACCOUNTING  FOR  INMATE  AND  PATIENT  TRUST  MONEYS. 

Maximum  utilization  of  the  capabilities  of  the  Statewide  Budgeting  and 
Accounting  System  is  an  overall  objective  of  the  Department.    Con- 
verting the  inmate  and  patient  trust  monies  to  SB  AS  should  be  reviewed. 
Feasibility  depends  upon: 

1.  Subsidiary  detail  accounting  by  resident. 

2.  The  ability  of  the  Department  of  Administration,   Investment 
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Division,  to  maintain  investment  records  by  patient.   The 
investment  records  need  to:    maintain  investment  accounts 
by  institution,  by  resident.    Also  have  the  ability  for  immediate 
resident  account  withdrawal  when  the  resident  leaves  or  his 
operating  account  needs  supplementing. 

3.  Accommodation  of  a  canteen  draw  system. 

4.  Availability  of  an  instrument  (i.e.  agency  warrant)  to  meet  the 
immediate  needs  of  the  resident. 


RECOMMENDATION:    Page  9 

WE  RECOMMEND  THAT  THE  PRISON  DISCONTINUE  COMMINGLING  OF 
STATE  REVENUE  WITH  INMATE  CASH. 

All  monies  will  be  recorded  in  their  respective  accounting  entities. 
This  recommendation  would  require  the  establishment  of  a  second 
contingent  revolving  account  if  the  recommendation  on  page  seven 
was  implemented. 

WE  RECOMMEND  THAT  THE  PRISON  DISCONTINUE  USING  INMATE 
CASH  TO  TEMPORARILY  FINANCE  STATE  RESPONSIBILITIES. 

Inmate  funds  are  no  longer  utilized  for  State  purposes.    Accordingly, 
a  request  has  been  submitted  to  increase  the  contingent  revolving 
authorization  to  meet  immediate  cost  needs. 

WE  RECOMMEND  THAT  THE  PRISON  DISPOSE  OF  DECEASED  INMATE 
VALUABLES  IN  ACCORDANCE  WITH  LEGAL  REQUIREMENTS. 

The  Public  Administrator  has  been  notified. 

WE  RECOMMEND  THAT  THE  PRISON  CENTRALIZE  ALL  INMATE  CASH 
HELD  IN  TRUST  UNDER  A  SINGLE  CUSTODIANSHIP. 

All  inmate  funds  held  in  custodianship  have  been  centralized. 


RECOMMENDATION:    Page  11 

WE  RECOMMEND  THAT  THE  PRISON  TRANSFER  THE  MONEYS  TO  THE 
STATE  TREASURY. 

The  monies  are  being  transferred  to  the  state  treasury. 
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WE  RECOMMEND  THAT  THE  PRISON  CONSULT  WITH  THE  DEPARTMENT 
OF  SOCIAL  AND  REHABILITATION  SERVICES  TO  DETERMINE  OTHER 
PERMISSIBLE  USES  OF  THE  MONEYS. 

Proper  authorities  of  Vocational  Rehabilitation  have  been  contacted 
and  an  allowable  use  of  the  money  is  being  determined. 

WE  RECOMMEND  THAT  THE  PRISON  PERIODICALLY  EVALUATE  THE 
AMOUNT  NEEDED  FOR  THE  CONTINGENT  REVOLVING  ACCOUNT. 

The  cash  balance  of  the  contingent  revolving  fund  will  be  periodically 
evaluated  to  insure  that  only  the  required  balance  is  maintained. 
Recommendation  two  on  page  nine  and  the  recommendation  on  page 
seven  may  both  necessitate  a  request  to  increase  the  authorization. 


RECOMMENDATION:    Page  13 

WE  RECOMMEND  THAT  THE  PRISON  MAKE  TIMELY  AND  REGULAR 
DEPOSITS  IN  ACCORDANCE  WITH  THE  MONTANA  ADMINISTRATIVE 
MANUAL. 

Deposits  are  presently  being  made  on  a  timely  basis  as  prescribed 
by  the  Montana  Administrative  Manual.    Until  this  time,  we  were 
operating  under  a  policy  that  required  the  mailing  of  deposits  to  the 
State  Treasurer's  Office. 

WE  RECOMMEND  THAT  THE  PRISON  ESTABLISH  PROCEDURES  FOR 
PREPARING  A  PRE  LISTING  OF  CASH  ITEMS  RECEIVED  IN  THE  ACCOUNTING 
OFFICE  AND  OF  COMPARING  SUCH  PRELISTINGS  TO  DEPOSITS  MADE. 

Procedures  have  been  established  for  prelisting  of  cash  items  and 
comparing  to  deposits. 

WE  RECOMMEND  THAT  THE  PRISON  DESTROY  ALL  UNNUMBERED 
BLANK  CHECK  STOCK  ON  HAND  FOR  THE  BANK  ACCOUNTS  AND 
ACCOUNT  FOR  ALL  CHECKS  VOIDED. 

All  unnumbered  checks  have  been  destroyed  and  an  accounting  of 
voided  checks  has  been  established. 

WE  RECOMMEND  THAT  THE  PRISON  PROPERLY  UTILIZE  THE  SAFE- 
GUARDS BUILT  INTO  THE  CHECK  PROTECTOR  AND  THE  SAFE. 

The  safeguard  procedures  of  the  check  protector  are  being  utilized. 
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RECOMMENDATION:    Page  17 

WE  RECOMMEND  THAT  THE  PRISON  CONDUCT  A  PHYSICAL  INVENTORV 

USING  SOUND  INVENTORY  PROCEDURES  ESTABLISHING  INVENTORY  RECORDS 

OF  ALL  FIXED  ASSETS  FOR  WHICH  THEY  ARE  ACCOUNTABLE. 

WE  RECOMMEND  THAT  THE  PRISON  ESTABLISH  A  POLICY  OF  TAKING 

AN  ANNUAL  PHYSICAL  INVENTORY  AND  OTHERWISE  COMPLYING  WITH 

OTHER  INVENTORY  PROCEDURES  SET  FORTH  IN  MANAGEMENT  MEMO  70-17. 

We  agree  with  the  need  for  a  property  inventory  system.    A  physical 
inventory  of  all  fixed  assets  will  be  taken  and  compared  with  the 
inventory  records.    The  suggestion  by  the  Legislative  Auditor  that  a 
Central  Office  employee  oversee  the  annual  inventory  count  is  being 
evaluated  and  will  be  included  in  future  staffing  requirements. 

RECOMMENDATION:    Page  19 

WE  RECOMMEND  THAT  THE  PRISON  INSTALL  PROCEDURES  TO 
ADEQUATELY  CONTROL  ACCESS  TO  THE  WAREHOUSE  AND  COM- 
MISSARY AND  DOCUMENT  ALL  MERCHANDISE  TAKEN  FROM  THE 
INVENTORIES. 

Procedures  are  being  developed  to  specifically  control  the  access 

to  the  warehouse  and  commissary  and  record  all  merchandise  consumed. 

WE  RECOMMEND  THAT  THE  PRISON  SEPARATE  THE  RECORD- 
KEEPING AND  PHYSICAL  INVENTORY  TAKING  FROM  PERSONNEL 
RESPONSIBLE  FOR  THE  CUSTODIAL  FUNCTION. 

The  recordkeeping  and  physical  inventory  process  will  be  segregated. 
In  addition,  an  automated  supply  inventory  system  is  currently  being 
developed  at  Boulder  River  School  and  Hospital.    When  operational, 
the  system  will  be  implemented  at  other  institutions. 


RECOMMENDATION:    Page  21 

WE  RECOMMEND  THAT  THE  PRISON  INITIATE  PROPER  BUDGETING 
AND  EXPENDITURE  CONTROL  PROCEDURES  AND  ASSURE  COMPLIANCE. 

Procedures  have  been  developed  by  the  Prison  to  control  expenditures 
within  spending  authority.    The  central  office  has  upgraded  its  accounting 
function  and  will  have  a  greater  responsibility  in  the  budget  execution 
and  monitoring  process. 
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RECOMMENDATION:    Page  22 

WE  RECOMMEND  THAT  THE  PRISON  DISCONTINUE  THE  PRACTICE  OF 
EXCHANGE  SALES  TO  SUPPLEMENT  APPROPRIATIONS.     ADHERE  TO 
THE  VARIOUS  GOVERNING  STATUTES  WHEN  DISPOSING  OF  STATE 
PROPERTY. 

These  recommendations  are  reasonable  and  acceptable.    However, 
it  should  be  stated  that  the  Simmental  transactions  had  the  sanction 
of  the  Department  of  Administration  and  were  designed  in  part  to 
meet  an  emergency  situation  and  to  keep  faith  with  an  agreement 
made  with  Canadians.    Each  of  these  transactions  is  considered 
to  have  been  in  the  interest  of  the  state. 


RECOMMENDATION:    Page  23 

WE  RECOMMEND  THAT  THE  PRISON  ESTABLISH  AN  EQUITABLE 
SYSTEM  FOR  DETERMINING  UTILITY  USAGE  AND  CHARGE  FOR 
REIMBURSEMENT  ON  THE  BASIS  OF  ACTUAL  COSTS. 

Means  of  determining  all  costs  of  benefits  derived  by  the  Registrar's 
Bureau  (not  only  utilities)  is  being  developed.    The  current  abatement 
represents  a  mutual  agreement  between  the  two  agencies  representing 
benefits  received  and  services  provided  before  reorganization.    Budget 
implications  for  the  present  biennium  have  weighted  upon  the  decision 
to  decrease  the  charge.    The  Registrar's  Bureau  had  the  expense 
properly  budgeted  at  the  beginning  of  the  biennium  and  the  Prison 
budgeted  for  the  expected  recovery  of  expenses.    Also,  complicating 
the  means  of  charging  has  been  the  impracticality  of  various  permanent 
meters  in  buildings  being  installed.    Presently  a  square  footage 
allocation  method  is  being  considered. 


RECOMMENDATION:    Page  24 

WE  RECOMMEND  THAT  THE  PRISON  COMPLY  WITH  PROVISION  OF 
SECTION  78-1101,   R.C.M.   1947,   FOR  DISPOSITION  OF  INSURANCE 
PROCEEDS. 

The  prison  has  established  procedures  to  insure  that  the  expenditures 
of  insurance  proceeds  is  in  accordance  with  Section  78-1101,  RCM  1947. 
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RECOMMENDATION:    Page  25 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS  SEEK 
LEGISLATION  TO  PERMIT  PAYMENT  OF  INMATE  WAGES  FROM  THE 
SOURCE  OF  FUNDING  WHICH  SUPPORTS  THE  PROGRAM  WHERE  THE 
INMATE  IS  WORKING. 

Legislation  will  be  submitted  to  the  coming  Legislative  Assembly 
to  permit  the  payment  of  inmates  from  the  funding  source  supporting 
the  respective  program.    This  legislation  must  be  coordinated  with 
legislation  and  procedures  to  establish  an  enterprise  basis  of 
accounting  for  the  ranch  operation. 


RECOMMENDATION:    Page  27 

WE  RECOMMEND  THAT  THE  PRISON:    DEPOSIT  MONEY  DERIVED 
FROM  SALES  TO  THE  CONSUMING  PUBLIC  TO  THE  GENERAL  FUND 
AS  PRESCRIBED  BY  SECTION  80-1501  (8),   R.C.M.  1947.    RECOGNIZE 
REVENUE  IN  THE  YEAR  RECEIVED  BY  TIMELY  DEPOSIT  AND  ACCRUAL 
AS  PRESCRIBED  BY  MANAGEMENT  MEMO  2-73-1.    SEEK  A  REVISION 
TO  SECTION  80-1503,   R.C.M.   1947,  TO  PERMIT  SALE  OF  VALUABLE 
BY-PRODUCTS  ON  THE  OPEN  MARKET  ON  A  ROUTINE  BASIS. 

Legislation  will  be  drafted  to  permit  the  deposit  of  monies  from 
these  sales  to  the  ranch  revolving  account  that  must  be  established 
for  an  enterprise  accounting  system.    As  stated  under  point  one  for 
the  recommendation  on  page  13,  we  have  begun  making  deposits  on 
a  timely  basis.    Legislation  will  also  be  submitted  to  the  coming 
legislative  assembly  to  permit  the  sale  of  by-products  on  the  open 
market. 


RECOMMENDATION:    Page  28 

WE  RECOMMEND  THAT  THE  PRISON  ADHERE  TO  THE  PROVISIONS 
OF  THE  DEPARTMENT  OF  INSTITUTIONS  POLICY  REGARDING  PAY- 
MENT OF  OVERTIME. 

This  problem  has  been  discussed  with  Prison  administrators  and 
they  will  comply  in  the  future  with  granting  Compensatory  time 
off  rather  than  paying  for  overtime  worked. 
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RECOMMENDATION:    Page  30 

WE  RECOMMEND  THAT  THE  DEPARTMENT  SEEK  A  WRITTEN  OPINION 
FROM  THE  DEPARTMENT  OF  REVENUE  REGARDING  THE  TAX  STATUS 
OF  SUCH  CASH  PAYMENTS. 

At  the  time  Group  Health  Insurance  came  into  being,  a  number  of  questions 
became  evident  concerning  situations  not  covered  specifically  by  the  law. 
One  of  those  questions  had  to  do  with  the  entitlement  of  employees  to  the 
$10.  00  contribution.    It  was  clear  that  employees  had  to  be  a  member  of 
a  health  insurance  plan  to  be  entitled.    Remaining,  however,  was  the 
question  of  where  there  was  a  man  and  wife  working  both  as  employees 
of  the  state  -  what  was  their  entitlement?    This  question  was  verbally 
presented  to  the  Attorney  General's  office  and  the  verbal  reply  was  that 
the  entitlement  existed  by  virtue  of  two  things:    1)  employment  with  the 
state;  2)  coverage  under  an  authorized  group  plan. 

The  two  objections  posed  by  the  audit  both  hinge  in  one  question,  that 
is  whether  or  not  the  money  was  paid  as  a  salary  increase.    We  contend 
that  the  money  thus  paid  was  never  intended  as  an  additional  salary 
consideration,  but  was  specifically  intended  as  a  benefit  in  compliance 
with  state  law.    The  question,  therefore,  is  not  one  of  determining,  at 
this  point,  whether  or  not  the  cash  payments  are  taxable,  but  whether 
or  not  the  Department  erred  in  granting  cash  payments  as  a  benefit 
payments  which  we  understood  were  merely  complying  with  the  intent 
of  the  Legislature  to  provide  each  covered  or  participating  employee 
with  the  benefit  thus  provided.    We  contend  that  if  man  and  wife  are 
both  employees  and  both  covered  under  the  authorized  group  insurance 
plan  offered  (it  matters  not  whether  it  be  single  coverage  or  family 
coverage,  both  are  covered)  that  both  are  entitled. 


RECOMMENDATION:    Page  32 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS  REDUCE 
TO  WRITING  THE  PRESENT  WARDEN'S  EMPLOYMENT  AGREEMENT 
CLARIFYING  THE  NON-CASH  BENEFITS  TO  BE  ALLOWED. 

An  employment  agreement  clarifying  the  Warden's  non-cash  benefits 
is  being  drafted. 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS  CLOSE 
THE  OPEN  PURCHASE  ACCOUNT  AT  THE  LOCAL  SUPERMARKET. 

The  open  purchase  account  at  the  local  supermarket  has  been  closed. 
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RECOMMENDATION:    Page  33 

WE  RECOMMEND  THAT  THE  PRISON  REASSIGN  DUTIES  WITH  RESPECT 
TO  THE  PAYROLL  PROCESS  TO  ACHIEVE  THE  NECESSARY  SEPARATION 
OF  DUTIES. 

This  recommendation  was  implemented  July  12,  1974. 


RECOMMENDATION:    Page  34 

WE  RECOMMEND  THAT  THE  PRISON  ESTABLISH  WRITTEN  CONTRACTS 
WITH  EACH  PART-TIME  PROFESSIONAL  EMPLOYEE,   SETTING  FORTH 
THE  RIGHTS  AND  DUTIES  OF  THE  EMPLOYER  AND  EMPLOYEE. 

Many  contracts  have  already  been  written  with  part-time  professionals 
and  the  Prison  is  one  of  the  last  institutions  to  have  this  procedure 
effected.    Model  contracts  have  been  written  and  will  soon  be  negotiated. 

WE  RECOMMEND  THAT  THE  PRISON  REQUIRE  MONTHLY  BILLING 
FOR  THOSE  SERVICES  NOT  COVERED  BY  THE  EMPLOYMENT  AGREE- 
MENT. 

Monthly  billing  for  services  not  covered  by  the  above  contracts  will 
be  initiated. 


RECOMMENDATION:    Page  35 

WE  RECOMMEND  THAT  THE  PRISON  SEEK  APPROVAL  FOR  ALL 
OUT-OF-STATE  TRAVEL  THAT  DOES  NOT  PERTAIN  TO  RECEIVING 
OR  DELIVERING  PRISONERS  AS  REQUIRED  BY  THE  DEPARTMENT  OF 
INSTITUTIONS  POLICY. 

All  future  out-of-state  Prison  travel  not  related  to  receiving  or 
delivering  inmates  will  be  approved  in  accordance  with  department 
policy. 


RECOMMENDATION:   Page  36 

WE  RECOMMEND  THAT  THE  PRISON  ESTABLISH  A  PROGRAM  OF  MONTHLY 
RECONCILIATION  AND  REVIEW  TO  ASSURE  THAT  ACCOUNTS  ARE 
PROPERLY  RECORDED  AND  ADJUSTED. 

Procedures  for  monthly  reconciliation  and  review  for  prison  accounting 
records  has  been  established. 
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RECOMMENDATION:    Page  40 

WE  RECOMMEND  THAT  THE  DEPARTMENT  OF  INSTITUTIONS  ESTABLISH 
ENTERPRISE  ACCOUNTING  PROCEDURES  FOR  THE  PRISON  RANCH. 

Legislation  will  be  drafted  to  permit  the  operation  of  the  ranch  on  an 
enterprise  basis.    To  operate  effectively,  an  enterprise  basis  will 
require,  as  well: 

1)  Initial  working  capital  to  meet  immediate  needs  and  to  make  feed 

inventory  purchases. 

2)  Purchasing  flexibility  to  permit  the  purchasing  of  feed  and  livestock 
as  dictated  for  effective  ranch  management. 

3)  The  flexibility  to  sell  inventories  as  the  market  dictates. 

The  need  for  an  enterprise  accounting  system  has  been  generally  re- 
cognized.   Preliminary  evaluation  for  developing  the  accounting  pro- 
cedures has  been  done  and  the  executive  budget  for  the  next  biennium 
is  currently  being  developed  so  that  each  institution  has  an  all  inclusive 
food  budget  reflecting  commodities  to  be  received  from  the  ranch. 


RECOMMENDATION:    Page  41 

WE  RECOMMEND  THAT  THE  DEPARTMENT  AND  PRISON  IN  COOPERATION 
WITH  THE  DEPARTMENT  OF  ADMINISTRATION  DEVELOP  A  COST  ACCOUNTING 
SYSTEM  WHICH  WOULD  ALLOCATE  ALL  COSTS  TO  PRODUCTS  FOR  SALE. 

The  Department  has  developed  preliminary  cost  accounting  records. 
The  Department  of  Administration  assisted  with  this  project  initially, 
however,  in  .June  1974,  they  informed  us  that  assistance  could  no  longer 
be  provided  by  the  Department. 


RECOMMENDATION:    Page  44 

WE  RECOMMEND  THAT  THE  DEPARTMENT  CONSULT  WITH  THE 
DEPARTMENT  OF  ADMINISTRATION  AND  THE  AGRICULTURAL 
EXPERIMENT  STATION  FOR  THE  DEVELOPMENT  OF  A  SYSTEM  OF 
ANIMAL  AND  CROP  PRODUCTION  RECORDS  WHICH  WILL  ADEQUATELY 
ACCOUNT  FOR  TOTAL  PRODUCTION  AND  DISPOSALS  AND  PROPERLY 
FIX  CUSTODIAL  RESPONSIBILITY. 

The  recommendation  has  merit  and  will  be  followed.    However,  it  is 
neither  reasonable  nor  feasible  to  ask  that  records  be  kept  of  the  location 
of  approximately  2,  500  head  of  cattle  scattered  over  33,  000  acres  of  land 
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at  all  times  during  the  year.    Granted  that  stillborn  or  short  lived 
calves  should  be  recorded  but  it  does  not  seem  reasonable  to  require 
that  stillborn  calves  be  tagged. 

The  Department  of  Agriculture  of  Montana  State  University  has  been 
very  helpful  and  cooperative  with  the  Department  and  prison  administration 
in  providing  expertise  in  ranch  management  and  this  relationship  will  be 
fostered  and  expanded  where  feasible. 


RECOMMENDATION:    Page  46 

WE  RECOMMEND  THAT  THE  PRISON:    ESTABLISH  A  SYSTEM  WHICH 
ROUTINELY  FORWARDS  INMATE  EXCHANGE  INFORMATION  RELATED 
TO  CONTRACTS,   RATES,   LOCATION  AND  STATUS  TO  THE  ACCOUNTING 
OFFICE.    PROVIDE  FOR  MONTHLY  ANALYSIS  OF  INMATE  TRADES  FOR 
POSSIBLE  MONETARY  OFFSET  AND  TIMELY  BILLING. 

Procedures  have  been  established  to  comply  with  these  recommendations. 


RECOMMENDATION :   Page  48 

WE  RECOMMEND  THAT  THE  PRISON  COMPLY  WITH  THE  PROVISIONS 
OF  SECTION  80-1905,  WITH  RESPECT  TO  GOOD-TIME  ALLOWANCES 
GRANTED. 

Conditions  for  the  earning  of  good-time  were  changed  administratively 
by  the  Board  of  Institutions  prior  to  executive  reorganization  and  back- 
up legislation  was  never  proposed. 

WE  RECOMMEND  THAT  THE  PRISON  IF  THE  AWARDING  OF  EXTRA 
GOOD- TIME  CAN  BE  DEMONSTRATED  AS  BENEFICIAL  IN  TERMS  OF 
REHABILITATION  OF  INMATES,   PROPOSE  LEGISLATION  AMENDING 
SECTION  80-1905,  TO  PROVIDE  FOR  EXTRA  GOOD-TIME. 

Legislation  amending  Section  80-1905  will  be  proposed  to  the  1975 
legislature. 


The  cooperative  spirit  of  your  staff  during  this  examination  was  excellent 
and  greatly  appreciated. 


Director 

EGK:hrc 
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